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STATEMENT  OF  HON.  JOHN  DE  WITT  WARNER,  A REPRESENTATIVE 

FROM  THE  STATE  OF  NEW  YORK. 


I] 


Mr.  Warner  appeared  before  tbe  committee  in  advocacy  of  the 
following  bill. 

[H.  K.  5595.] 

A BILL  to  provide  for  a safe  and  elastic  bank-note  currency. 

Efi  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Conyress  assemhlcdj  That  all  acts  and  parts  of  acts  imposing  a tax  of  ten 
per  ceiitniu  on  notes  of  State  hanks  and  State  hanking  associations,  or  of  national 
hanking  associations,  either  when  used  for  circulation  and  paid  ont  or  when  used 
for  circulation  or  paid  ont,  he,  and  the  same  are  lierehy,  reiioaled  as  to  all  such  notes 
as  shall  he  issued  under  the  provisions  of  this  act. 

!Skc.  2,  That  State  hanks  and  State  hanking  associations,  when  thereto  authorized 
hy  the  laws  of  the  States  in  which  they  are  respectively  situate,  and  also  national 
hanking  associations,  may  issue  circulating  notes  subject  to  the  following  regula- 
tions, namely: 

First,  Such  notes  shall  he  printed  in  hlank  hy  the  Com]>troller  of  the  Currency, 
who  shall  cause  them  to  he  printed  in  design  so  as  i>lainly  to  show,  (one)  if  such  is 
the  case,  that  they  are  issued  hy  a national  hanking  association ; i two)  the  State, 
if  any,  under  the  law  of  which  they  are  issued;  and  (three)  the  hank  or  hanking  asso- 
ciation hy  which  tliey  are  to  he  issued. 

Second".  No  such  notes  printed  in  hlank  shall  he  furnished  hy  the  Comptroller  of 
the  Currency  to  any  such  hank  or  hanking  association  unless  he  shall  he  satisfied, 
(one)  if  other  than  a national  hanking  association,  that,  hy  the  law  of  the  State  in 
which  it  is  situate,  the  holders  of  the  circulatuig  notes  issued  under  this  Act  of  any 
such  hank  or  hanking  association  are  given  a paramount  lien  upon  all  its  assets  and 
the  avails  thereof  in  preference  to  any  and  all  other  claims  whatsoever,  subject  to 
the  necessary  cost  and  expenses  of  administering  the  same,  and  that  the  sliareholders 
of  every  such  hank  or  hanking  association  are  held  individually  responsible  for  all  of 
its  outstanding  circulation  issued  under  this  Act  each  to  an  amount  equal  to  the  par 
value  of  the  shares  held  hy  him  therein,  together  with  any  amount  not  paid  up  on 
such  shares — this  in  addition  to  the  amount  invested  in  such  shares;  (two)  that  it 
has  made  adequate  and  convenient  provision  for  the  redemption  of  its  circulating 
notes  to  he  issued  as  provided  in  this  Act,  either  at  the  capital  city  of  the  State  in 
which  it  is  situate  or  at  some  other  city  of  STich  State  which  shall  have  been  approved 
hy  the  Comptroller  of  the  Currency ; (three)  that  the  amount  of  its  capital,  paid  up 
and  then  unimpaired,  is  not  less  than  fifty  thousand  dollars,  and  that  the  aggregate 
amount  of  the  face  value  of  such  notes  printed  in  hlank  and  furnished  such  hank  or 
hanking  association,  together  with  its  circulation  issued  under  the  national  hank- 
ing Act,  if  it  he  a national  hanking  association,  and  still  outstanding,  is  not  greater 
than  seventy-five  per  centum  of  its  caj^ital  stock,  j)aid  up  and  then  unimpaired ; and 
(four)  that  it  is  not  in  default  in  compliance  with  any  provision  of  this  Act. 

Third.  The  circulating  notes  issued  under  this  Act  hy  a national  hanking  associa- 
tion shall  lie,  and  hereby  are,  given  a paramount  lien  upon  all  its  assets  and  the 
avails  thereof,  subject  to  the  necessary  costs  and  expenses  of  administering  the 
same,  except  such  of  the  avails  of  the  bonds  of  the  United  States  deposited  to 
secure  its  circulation  as  may  he  sufficient  to  redeem  such  circulation  issued  under 
the  national  hanking  Act;  and  the  shareholders  of  every  national  banking  associa- 
tion shall  he  held  individually  responsible  for  all  its  outstanding  circulation  issued 
under  this  Act,  each  to  an  amount  equal  to  the  par  value  of  the  shares  held  hy  him 
therein — this  in  addition  to  the  amount  invested  in  such  shares. 

Fourth.  All  such  notes,  as  aforesaid,  once  delivered  by  the  Comptroller  of  the 
Currency  to  any  such  hank  or  hanking  association,  shall  he  considered  as  outstand- 
ing until  destroyed  hy  him  and  registered  as  so  destroyed.  , 

Fifth.  Every  such  hank  or  banking  association,  which  is  not  a national  hanking 
association,  shall  make  to  the  Comptroller  of  the  Currency  not  less  than  five  reports 
during  each  year,  accordii  g to  the  form  which  may  he  ])rescrihed  hy  him,  verified 
hy  the  oath  or  affirmation  of  the  president  or  cashier  of  such  hunk  or  hanking  asso- 
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'iati<HK  iwu\  furrlu  r .ittoste<l  liv  the  sii^uatiircs  ((fat  lr;st  three  of  its  dirertors.  trus- 
tees. or  MNSoeiates.  it'  so  iiiauy  there  he.  Kaeii  sueh  ie|KUt  shall  exliihit  in  detail 
and  under  approju  iate  heads  the  resonrees  and  liabilities  ot  sue!:  bank  or  bankiiifx 
association  at  the  elose  of  business  on  any  i»ast  <lay  designated  by  liiin.  and  shall  be^ 
transmitted  to  the  r<‘m]»troller  of  the  Curreney  within  live  da\ s ■ iter  tlm  reeeii-t  .1 
a reunest  or  iv(iuis;ti(»n  therelbr  from  him,  and.  in  the  Dame  iorni  in  whi<di  it  is  imub' 
to  the  L'omplridler  of  the  (’urreney,  shall  he  ]>iihlishee  in  a iiews]>a]>er  pnldislual  in 
the  idaee  wiiere  sueh  hank  or  l>ankinnr  assoeiation  is  established,  t)i*  il  there  is  nt> 
newspaper  in  the  ]daee.  then  in  oi.e  jmblished  ueaiest  tliereto,  at  tin-  expense  ot  the 
hank  or  hankin-4  assoeialion  : and  sueh  proof  r»f  piiblieatimi  shall  he  lurnished  as 
may  he  required  l»v  the  Comidroller  of  the  Curreney.  The  t om]>troller  ot  tin-  < nr- 
renVy  shall  also  have  ]>.>wer  to  eall  for  s])eeial  reports  from  any  ]>artieular  hank  or 
bankin.ir  assoeiation  whenever  in  his  Jnditment  the  same  are  neeessary  in  order  to 

a full  and  eonndete  knowledge  of  its  cmulilif  n.  ^ 

Sixth.  The  C'omi»trnller  of  the  Curr*  r.ey,  witli  the  a|qm>vnl  of  the  >eeretary  ot  the 
Treasury,  shall,  as  often  as  shall  l>e  deemed  neeessar\  ()r  ]iro))er,  a]i]ioint  a suitable 
person  or  jiersons  to  make  an  examination  ot  the  ahairs  ot  evn  v bank  or  b:in.\ini!: 
association  not  a national  bankinji  association  issuin-  notes  under  the  pi<*yisions  ol 
this  act,  who  shall  have  power  to  make  alhoron*;h  examinatnm  into  all  tin-  ailairs 
of  such  bank  or  bankin^r  assoeiation,  and  in  so  di>in^^  to  exaiuim*  any  ot  tiie  otheers 
or  a*’"eiits  thereof  under  oath,  and  shall  make  a full  and  detailed  r.-j'oi  t ot  the 
ditiiHi  of  sm  li  bank  or  bankin,*r  asscx-iation  to  tin*  (‘oniplrolh  r ot  the  f urrem\v.  All 
persons  a])pointed  to  be  examiners  ol  sueh  banks  m-  bankinii  associations  sliall 
receive  the  same  c<)mpeiisation  as  is  ae(*(>rded  examiners  ol  national  bankini;  as>o(  i- 
ations  for  ]>erformin.u- like  serviees.  which  amounts  shall  he  a^ses^ed  hv  the  ('om]t- 
trolh'T  of  the  Currciiev  upon  and  ])aid  hy  the  respective  banks  <u-  lianking  associations 
so  examined,  lint  no  jierson  shall  he  appointed  to  examiiu-  the  aliaira  oi  any  bank 

or  hankino  ii.ssoeiation  of  \^  hieh  be  is  a tlireetor  or  other  idlicer. 

Seventh.  t*n  receivinji  from  the  Conijitroller  ot  the  Curreney  notes  printeil  lu 
blank,  as  aforesaid,  i xeept  when  sucdi  notes  are  in  substitution  for  notes  worn, 
ilefaced.  mutilated,  or  otherwise  rendered  unfit  for  eirenlation,  the  hank  or  hankin^^ 
association  receiving  such  notes  shall,  except  as  heieinatter  provided,  pay  to  the 
Com])troller  of  the  Currency  a s]>eeial  assessment  ot  one-half  ot  one  ]»er  eentnin  ot 
the  amount  for  which,  at  their  face  denomination,  su<  h notes  are  to  he  issued;  aiuL 
within  thirty  days  iVom  each  first  day  of  January  ihcrcafter  each  such  luink  or 
hanking  assoeiation  shall,  except  as  hereiiialter  provided,  pay  to  the  Comptroller  ot 
the  Curreney  a turther  assessment  of  one-halt  ot  one  j>er  centum  ot  the  amount  to 
which,  at  their  face  denomination,  such  notes  issued  hy  such  hank  or  banking  asso- 
ciation more  than  one  year  firevions  shall  remain  outstanding;  and  troni  the  assess- 
ments thus  collected  from  any  sueh  hank  or  hanking  association  shall  first  he  paid 
any  and  all  expenses  specially  chargeable  against  such  hank  or  hanking  association 
incurred  in  carrying  out  the  provisions  of  this  act:  ProvUled,  Iliat  the  assessment 
hereinbefore  mentioned  shall  not  ho  required  of  or  ]»aid  hy  any  hank  or  hanking 
association  whenever  after  pavment  therefrom  of  expenses  as  aloresaid  there  shatl 
remain  in  tlie  hands  of  the  Conii>troller  of  the  Curreney  from  previous  assessments 
paid  hv  such  hank  or  hanking  association,  free  from  liability,  actual  or  contnigent, 
for  eirriilatiio>-  notes  issued  under  provisions  of  this  act,  either  ot  hanks  or  bank- 
in**-  associations  which  have  failed  or  of  those  which,  in  the  opinion  ot  the  ('omp- 
troller  of  the  Currencv,  are  otherwise  liable  to  become  a charge  thereupon,  its 
proportion  of  the  amount,  after  deducting  all  gem  ral  expenses  ot  eanying  out 
this  act  not  covered  by  receipts  from  revenue,  as  heremalter  provided,  ot  at  least 
three  i>er  centum  of  all  eirenlation  issued  under  the  }>rovisions  ot  this  act  and 
still  outstanding:  Avd  provided  further,  That  such  assessment  sliall  not  be  retiuired 
of  or  paid  bv  anv  bank  or  banking  association  after  the  same  shall  have  deposite.l 
with  the  Treasurer  of  the  Ciiited  States  lawful  money  to  redeem  its  eirenlating 
notes  outstanding,  as  hereinafter  provided.  The  avails  ot  such  assessments  as 
aforesaid,  so  to  he  paid  to  the  Comidroller  of  tin  (hirrency,  shall  (institute  a 
‘Miarantee  fund  for  the  ultimate  redemption,  after  ill  (dher  reasonably  avaitalilo 
assets  liable  tiierefor  shall  have  been  exhausted,  <d'  all  eirenlation  to  he  issued 
under  this  act.  The  Com]>troller  of  the  Currency  may  cause  the  gnarantee  tnnd 
hereinbefore  mentioned,  tor  the  integi  ity  and  safe  kee])ing  ot  which  the  t lutrd 
States  shall  be  and  contimie  To  be  res])onsibIe,  To  be  invested  in  I iiited  ^tates  bomis, 
or  in  his  discretion,  in  such  other  securities  as  may  produce  the  greatest  amount  ot 
ini-ome  consistent  with  safetv;  the  revenue  derived  therefrom  shall  be  used  to  deiray 
the  general  exiienses  of  the  Bureau  of  the  Comptroller  of  the  Currency  necessarily 
incurred  in  carrying  out  the  provisions  of  this  act.  But  nothing  herein  contained 
shall  be  construed  as  giving  any  bank  or  banking  association  the  right  to  demand, 
rec**ive,  or  draw  any  interest  n]ton  the  amount  it  may  have  contributed  to  the  guai- 
antee  fund  hereinbefore  mentioned,  or  upon  any  pait  thereof,  or  to  any  repa>ment 
of  such  amount  or  of  any  part  thereof. 
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Eighth.  Any  sucli  hank  or  hanking  association,  <»r  its  re*  eiver.  assignee,  or  b gal 
repre.-'C'iitativc,  may  at  anytime  ileposit  with  the  Trt*asurer  of  the  Unit<d  Sijtcs 
lawful  money  of  the  United  States  equal  to  the  ammmt  of  its  outstanding  eiiou- 
lation  issued  iimlerthis  act.  and  ihcreafter  tlie  assets  and  >tockliobbrs  <»r  share- 
holders of  sueh  liaiik  or  banking  assoeiation  shall  be  free  and  diseb  o'ged  from  any 
liability  ior  or  on  aeeount  of  any  sneb  eirculatiou  or  its  n-d*  nqttion : and  when  any 
sueli  notes,  for  the  ri*demi»tion  of  wbieh  lawful  money  lias  been  thus  dejtosited,  shall 
up  nresented  to  th.  Treasurer  of  the  United  States  the  same  shall  be  redeemed  by 
him  in  lawful  money. 

Nintli.  No  bank  or  banking  assoeiation  shall,  either  direetly  or  indirecTly,  jdedge 
or  liypothtM-ate,  for  any  ]nir]ios<'  whatsoever,  any  t>f  its  eirenlating  iiotev  issued  under 
this  ai't:  any  president,  I'ashicr,  director,  or  other  otliei-r  of  any  hank  (»r  hanking 
assoeiation  wht>  shall  knowingly  violati*  the  ]»rovisions  of  tlii.s  section  or  who  shall 
]»:irtiei]»ate  in  or  assent  to  any  such  violat ion  shall  he  detuned  guilty  of  :i  iiusde- 
meaiior  anti  shaH  he  lined  not  less  than  one  thonsaml  ilollars  nor  more  than  live 
thousand  tbdlars.  or  imprisoned  at  hard  lalnir  not  less  than  t»m*  yt*ar  nor  more  than 
live  years,  or  both. 

Tenth.  Nt>  perstui,  linn,  eorpt>ratitm.  or  assttciathm  sliall  receive  from  any  bank 
or  banking  association  <»r  nat ional  banking  assoei:itit>n  any  of  its  eireulaMiig  nott;s 
issnetl  nntler  this  aei  as  seenrity,  or  as  ctdlateral  seenrity,  for  any  loan  of  money, 
or  reetMve  the  eiistotly  tir  promist-  td’  ensttxly  of  sueh  notes  as  seenrity.  or  as  collat- 
eral seenrity  tir  eonsitleration  for  any  loan  tif  money.  Any  person,  linn,  enrporation, 
or  assoeiatitin  olleiitling  against  the  iirtivisitins  of  this  section  shall  he  deemetl  guilty 
<d*  a mistlemeaiior  and  sh.ill  he  lined  not  less  than  one  himtlretl  mtr  nmre  than  one 
tlionsand  dollars,  and  a further  sum  equal  to  the  value,  at  the  face  denominations,  of 
the  notes  so  rt*ceivml. 

Eleventh.  It  shall  he  the  duty  of  the  Comptroller  of  the  Currency  to  receive  worn- 
out,  mutilated,  or  ilefaeed  eirenlating  notes  issued  under  this  act  and,  on  due  proof 
of  the  destrueiion  of  any  such  circulating  notes,  to  deliver  to  The  hank  or  hanking 
association  issuing  the  Bume  other  hhink  eircnlaling  notes  to  an  e(|Ual  amount. 
8neh  worn-ont.  mutilated,  or  defaced  rndes,  after  a memorandum  has  been  ( Utered 
in  the  pro]>er  h<»oks,  as  well  as  eirenlating  notes  which  shall  have  been  surrendered 
to  he  canceltMl.  shall  be  destroyed  by  maceration  in  the  ]iresence  of  four  ]M'rsou>.  one 
to  be  a])])ointed  by  the  Seeretary  of  tin*  Treasury,  cme  by  the  Conijdrollcr  of  the 
Curreney.  one  hy  the  Treasurer  of  The  United  States,  and  one  hy  tlie  hank  or  hank- 
ing association  whose  notes  are  thus  destroyed,  under  such  regulations  as  tlie  Secre- 
tary of  the  Treasury  may  jirescrihe.  A <*ertilicate  of  such  destrnction.  sigin-d  liy 
the  parties  so  a]»poiiited.  shall  he  made  in  the  hooks  of  the  Com])troller  of  the  Cur- 
reney and  a duplicate  thereof  forwarded  to  the  hank  or  banking  association  wlio.se 
notes  are  thus  <lestroyed. 

'rwelfth.  The  provisions  of  sections  fifty  one  hundred  and  eighty-spven.  tifty-one 
hundred  and  eigdity-eight.  tifly-fonr  hundred  and  tifteen.  lifty-fonr  Imndred  ;md 
thirty,  tifty-four  hundred  and  thirty-one.  tifty-buir  Imndred  and  tliirtv-two,  tifty- 
fonr  hnmlred  and  thirty-three,  am’,  fifty-four  hundred  and  lliirly-fonr  oJ'  tin-  Re  . isi  d 
Statutes  of  the  United  States,  so  far  as  they  ar*’  md  inconsistent  with  the  ]»royision> 
of  th’s  act,  are  lu-reby  made  a]>idieahle  in  full  force  to  the  notes  priut<-d  under  the 
direction  of  the  (’omptroller  of  the  Currency  umler  tlie  provisions  of  lliis  net. 

Tliirteeiith.  'fhe  Comptitdler  of  the  Currency,  with  the  aiqiroval  of  the  Secretary 
of  the  Treasury,  "hall  cause  noti's  in  blank,  in  convenient  deiiominarions.  to  he 
l»rinted  upon  tiie  distinctive  or  spoeial  ]»a])i-r  wliieh  lias  been,  or  may  lieieafter  be, 
adopted  by  tin-  Secretary  of  the  i’reasury  bn*  ])rinting  United  States  notes,  and  such 
uott-s  to  be  fnrnisbed  tf>  banks  or  banking  associations  under  the  limitations  above 
]>rovi.lcd  : and  shall  cause  to  be  registered  each  bank  inde  <Udivere<l  to  any  sneb  bank 
or  banking  association,  and  shall  akso  ri'ceive,  reeei}it  i'or.  ib-slroy.  and  registn-  the 
destruction  (>f  any  sueh  notes  wliieh  may  he  reilelivere  l To  liiinhy  any  such  hank  or 
hanking  association  or  national  hanking  nssocinlion  I’or  such  ]uir]toses;  and  shall 
cause  to  l><‘  .assesse  I and  collected,  safely  kejit.  invested,  and  used  the  special  ,*i"sess- 
ments  l'<n*  gnarnntv  of  eirenlation  issueil  under  this  act:  ami  shall  eo-opt-rale  with 
lianks  and  banking  associations  and  nailonal  banking  associations  in  earr\  iiig  into 
edVet  this  act  aceordingto  the  true  intent  and  meaning  then-of;  and  for  such  jiurpose 
may  ado])t  and  ]U’omntgate  such  rnb‘s  and  regulations  eonsisli-nt  with  this  act  as, 
with  such  ap]troval,  he  may  eonsiiler  pro]»er : and  shall  re]»ort  to  Congr<*ss  at  each 
regular  session  thereof,  within  ten  days  from  its  assembly,  his  ]H'oeeedings  under  this 
act.  the  rules  or  regulations  whieli  lie  may  have  adujtted  or  i»ruiaul.gateil.  hisreeom- 
memlations  in  such  regard,  and  any  fact  wliieh  he  may  deem  of  sjiecial  int<-rest  or 
pe’*tinenee  in  this  eonnoetion. 

Sk(  . 3.  That  this  act  shall  not  be  so  construed  as  in  any  way  to  exeinjd  national 
hanking  associati<  us  from  any  of  the  ]>rovisions  of  the  law  heretofore  existing  exeei>t 
in  so  far  as  such  ])rovisions  are  necessarily  annulled  by  the  exprc^s  provisions  of 
this  act. 
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]\Ir.  WarneIv.  ^Ir.  (^luiirmaii  and  (teiitlenieii  of  the*  roiumirtce  : f 
shall  eiuioavor  todt'taiii  the  eoinniittee  as  sIk  rt  a time  as  possible  and 
shall  try  t<»  be  peculiarly  brief,  if  in  the  treatment  of  such  a subject  one 
can  be  so.  in  the  remarks  wliieh  I shall  make  in  advance  of  questions, 
this  in  order,  without  troubling  the  committee  any  more  than  is  neces- 
sary, to  leave  as  much  time  as  is  possible  for  the  discussion  of  such 
points  as  maybe  raised  by  (piestions.  1 take  it  that  it  is  in  such  a 
way  we  shall  more  lu’obably  reach  the  ])artieular  matters  whieli  several 
mem  ers  of  tlie  committee  may  think  need  elucide.tion. 

AVe  have  had  under  discussion  a numbei'  ol'  bdls  which  have  been 
discussed  to  such  an  extent  that  I shall  try  to  take  advantage  of  that 
fact  in  shortening  the  discussion  upon  this  bib.  It  will  be  remembered 
that  the  subcommittee  having  in  cluirge  bills  referring  to  the  matter  of 
the  rejical  of  the  tax  against  State  bank  issues  i-eported  here  soim* 
months  ago  a draft  of  a bill  which  was  gone  ov(  r more  or  less  thoroughly 
n the  committee. 

INlr.  Haugen.  Let  me  ask  if  that  was  after  the  bill  was  printed? 

Mr.  Warner,  It  was. 

Mr.  Haugen.  AVas  your  substitute  printed  ? 

Air.  Warner.  The  draft  that  was  printed  was  a ro])ort  made,  without 
committing  individuals,  by  Air.  Cox,  Air.  Hall,  and  Air.  AVarner,  and  at 
tlie  same  time  there  was  presented  and  printed  with  that  report  a bill 
that  Air.  Cox  preferred 

Air,  Cox.  Let  me  interrupt  you  one  moment.  The  subcommittee 
was  composed  of  three  Demoevats.  That  bill  was  reported  as  the 
reiKiit  of  all  of  the  committee  and  then  my  bill  was  rc])orted  with  it  as 
a re[)ort  of  the  minority  and  they  were  all  i)rinted  together. 

Air.  AVarner.  In  view  ofthe  fact  that  a comparatively  lengthy  report 
of  the  committee  has  been  somewhat  discussed,  it  may  possibly  lead  to 
more  prouiid  understanding  of  what  this  bill  is  to  say  that  it  ditfers 
from  that  report  mainly  in  two  particulars. 

In  the  tirst  place,  I have  so  changed  the  basis  ofthe  bill,  by  striking' 
out  all  reference  to  other  institutions  than  State  banks,  and  State 
lianking  associations,  and  national  banks,  as  to  conform  to  the  action 
which  the  committee  did  actually  take  before  droi>ping  the  considera- 
tion of  that  draft,  so  that  this  bill  refers  only  and  exclusively  to  State 
banks,  State  banking  as.sociations,  and  national  banking  associations. 

Air,  Cox.  In  so  far  as  the  tax  on  the  others  is  concerned,  it  is  not 
disturbed  in  this  bill? 

Air,  AVarner.  It  is  not  disturbed  at  all.  I have  sinqily  adopted  the 
action  of  the  committee  in  so  far  as  it  was  detinitely  had  in  amend- 
ment of  the  details  of  the  draft. 

In  one  other  respect  the  bill  now  xn’esented  by  me  differs  materially 
from  the  draft  r(*ported  from  the  subcommittee,  and  that  is  this:  As 
presented  by  the  subcommittee  the  draft  was  an  attemi»t  to  repeal  all 
Federal  legislation  which  to  that  subeommiitee  seemed  incfuisistent 
with  our  views  of  the  constitutional  rights  of  the  Federal  Government. 
The  result  was.  necessarily,  to  leave  absolutely  untouched  and  untram- 
meled by  Federal  legislation  the  questi(m  of  v hat  circulation  should  be 
[)ermitted  by  any  State  within  its  own  boundaries.  It  will  be  remem- 
bered, however,  that  before  the  comnuttee  ceased  consideration  of  that 
dralt,  it  had  already  ordered  an  amendment  which  trenched  upon  that 
l»rincii)le.  As  exi)laiued  at  the  time,  it  was  reganled  by  every  memlier 
of  the  subcommittee  as  utterly  immaterial  as  a practical  matter.  No 
mendter  of  the  subcommitte(*.  believed  for  a moment  that  a State  cur- 
rency forbidden  by  the  Constitution  of  the  United  States  from  being 
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made  a legal  tender  even  within  its  State,  and  inhibited  by  express  law 
of  the  Federal  Government  from  any  circulation  whatever  outside  of 
that  State,  could  either  form  any  material  jtart  of  our  currency  or  be  any 
obstacle  in  the  way  of  any  other  currency. 

Air.  Johnson,  of  Indiana.  That  is,  you  thought  it  was  nugatory  and 
could  not  tloat  ? 

Air.  Warner.  Could  not  tloat.  That  l)cing  the  case,  and  this  com- 
mittee having  already  by  its  action  trenched  ui»on  the  xirincii>lc.  it 
seemed  to  me  best,  as  a practical  matter,  to  confine  this  bill  to  such 
repeal  of  what  some  of  us  believed  to  be  unconstitutional,  unwise,  and 
iiu])olitic  legislation,  as  would  do  away  with  the  i)rohibitory  tax  against 
State-bank  issues.  With  that  end  the  tirst  section  of  this  bill  is  so 
changed  from  the  draft  presented  by  the  subcommittee  as  to  provide 
for  neither  more  nor  less  than  the  rcqteal  of  the  tax  as  to  such  currency 
alone  as  may  be  ex])ressly  authorized  in  the  bill.  Such  is  the  distinction 
between  this  and  the  draft,  which,  having  been  discussed,  is  more  or 
less  familial’  to  every  memlu*r  ofthe  committee. 

Another  bill  discussed  in  this  committee  is  the  bill  ju'esented  by  the 
gentleman  from  Tennessee  (Air.  Cox),  providing  for  what  has  been 
generally  termed  the  ‘•unconditional'’  repeal  of  the  tax  against  State 
bank  currency.  This  bill  differs  tfoni  that  mainly  in  that  this  bill  pro- 
vides bj'  aflirmative  legislation  for  xiermitting  national  banks  to  take 
advantage  of  the  same  freedom,  that  by  the  reiieal  of  the  tax  against 
State  bank  currency,  would  be  left  to  State  banks  and  State  banking 
assoeiations.  Let  me  exjilain.  The  material  difference  between  the 
bill  iiresented  by  the  gentleman  from  Tennessee  and  the  one  which  we 
are  now  discussing  is  not  in  the  matter  of  more  or  less  Federal  super- 
vision, In  so  far  as  there  is  any  dilfereiiee  in  that  regard  I want  for 
myself  to  say  I consider  it  immaterial.  For,  in  my  bill,  as  now  pre- 
sented, an  attenqit  has  been  made  to  reduce  the  whole  matter  of  Fed- 
eral participation  in  carrying  out  the  plan  to  such  jmri'ly  ministerial 
functions  as  scarcely  to  justify  the  claim  that  “ siipervisioir’’  is  provided 
for;  and,  therefore,  in  that  respect,  I regard  tin*  difference  between  the 
bill  introduced  by  the  gentleman  from  Tennessee  and  that  now  presented 
by  myself  one  of  immaterial  details  rather  than  of  jirim  iple. 

Air,  Johnson,  of  Indiana.  Where  does  the  President  of  the  United 
States  stand  on  this  bill? 

Air.  Warner.  I have  not  the  remotest  idea. 

In  another  regard,  however,  it  differs  very  materially  from  the  bill 
introduced  by  the  gentleman  from  Tennessee,  This  dilfiei’cnce  (hies  not 
ai»pear  upon  the  face  of  the  bill,  but  is  the  residt  of  circumstances, 
which  in  brief  are  as  follows:  AVhen  the  national  banking  system  was 
established  ami  given  a monopedy  by  the  ten  per  cent  prohfbitorj'  tax 
law  against  other  bank  issues,  it  was  not  done  in  order  to  suppress 
wild  cat  currency.  In  those  times  “wild-caf’ currency  was  frequently 
referred  to,  but  with  reference  to  former  years,  and  other  money — of 
1831  and  1845,  etc.  The  wild-cat  currency  question  had  solved  itself 
long  before  1800,  The  tax  was  not  then  inq)osed  in  order  to  kee)»  out 
of  circulation  an  unsound  currency.  It  was  imposed  in  (U'der  to  drive 
out  of  circulation  a currency  that  was  so  sound  and  <d‘  such  g»»od 
repute  that  the  peoj)le  wouhl  not  take  the  national-l)ank  bills  as  long 
as  they  were  allowed  to  use  the  State-bank  currency. 

Air.  Johnson,  of  Indiana.  Some  of  it  was  good  and  some  id'  it  was 
bad  ? 

Air.  AALvrner.  At  the  time  that  this  tax  was  taken  otl'  there  was  no 
suggestion  made  in  either  house  of  Congress  of  the  badness,  if  you  may 
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;o  call  it,  of  tlie  currency  as  a reason  for  the  repeal;  but  it  'VAOuld  of 
•ourse  be  hard  to  make  the  statement  that  every  bank  throughout  the 
LTnited  States  vas  at  that  time  in  good  rei)ure. 

]\Jr.  JlKosius.  I want  to  vState,inthat  connection,  the  arguments  made 
n support  of  the  national-bank  bill  refers  very  fre([ueiitly  to  the  bad 
noney  which  had  existed  before  that.  That  was  one  of  the  arguments 
*m])!oyed. 

Air.  Wakxeu.  The  arguments,  so  far  as  I rt  collect,  invariably  and.  1 
im  certain,  generally,  referrc'd  distinctly  to  bad  money  w hich  had  existed 
tears  and  years  and  years  before,  and  not  to  any  assumed  state  of  the 
mrrency  which  then  needed  remedying  in  that  respect. 

Air.  Johnson,  of  Indiana.  I have  always  understood  the  reason  that 
he  national  banking  law  was  enacted  was  in  ord(‘r  to  get  a uniform 
•nrreney  throughout  the  whole  country,  wdneh,  of  course,  involved  the 
dea  that  there  was  a lack  of  unitbrmity,  and  also  to  furnish  a market 
br  the  bonds. 

Air.  Warnei;.  As  stated  by  the  gentlemen  \\dio  presented  the  matter 
n Congress,  commeneing  with  Senator  Sherman,  before  any  bill  was 
[)resented.  it  was  in  brief  this:  Inasmuch  as  the  Government  found  it 
aard  work  to  market  its  bonds  or  to  tind  a circulation  for  its  legal-ten- 
ler  ]»a])er,  it  was  uiged  that  a law  should  be  i)assed  which,  in  the  ])re- 
jise  language  of  Senator  Sherman,  should  ‘dlestroy  the  banks,’"  and 
jom])el  the  use  of  the  national  circulation  thus  given  a monojudy. 

All'.  Brosius.  Because  the  channels  of  circulation  Avere  Idled  upAvith 
this  State  money. 

The  CiiAiRAiAN.  Please  let  me  state  that  in  the  State  of  Illinois  we 
bad  our  Avorst  condition  of  State  banks  in  ISOL  and  1802,  Avhen  AA'e  lost 
aH  of  our  currency,  and  tlie  jieople  Averc  left  suddenly  Avithout  any  cir- 
•ulating  medium,  and  at  that  time  there  Avas  a demand  for  the  national 
:mrnmc\'  and  the  greenbacks  came  in. 

Air.  Warner.  I am  very  glad  the  gtmtlenian  calls  attention  to  that — 
ilthough  1 should  have  jirehuaed  to  IiaA’e  it  come  in  at  a later  time — 
because  the  exiierience  of  Illinois  is  one  of  the  most  instructive  things 
tliat  has  cA*er  been  had  in  any  State,  lllinoi'  attempted  to  get  along 
with  a banking  system  based  u]ion  sjiecial  securily.  That  special 
security  consisti'd  in  a large  measure  of  State  bonds.  With  the  slightest 
piestion  of  the  security  of  these  l»onds — at  a time  Aviieii  the  general 
linances  of  Illinois  Avas  unshaken — ^at  a time  w hen,  if  the  bills  had  been 
based  u])Oii  the  commercial  iiajier  of  the  mei-clmiits  of  Illinois,  there 
w as  not  a single  one  that  Avonld  not  have  been  ])romptly  rialeemed  if 
s<  nt  in  for  redemption — a rumor,  afterwards  corroborated  by  the  fact, 
that  the  special  security  Avas  depreciated  or  Avorthh'ss,  caused  those* 
bills  to  be  sent  in  so  ]uomi)tly  for  redemption  that  it  absolutely  ruined 
the  currency  system  throughout  Illinois.  Tlmt  is  the  ca^e,  and  I am 
glad  this  point  Avas  called  t(*  my  attention. 

The  C'llAiRHAN.  The  assets  of  the  banks,  however.  Avere  lett  for  the 
liaynent  as  avcH  as  the  sjiecial  securities’ 

Air.  Warner.  Asa  matter  of  actual  fact  Avere  not  the  bills  after- 
wards ])atd — the  m<;>t  of  them  ? 

The  Giiairai  'N.  J'iie  bill  holders  lost  ncarlA  all. 

AB'.  Warne!  . If  linit  is  the  case,  tlicn  it  aa'.us  because  the  condition 
whi<'li  I ha\’(‘  Just  sngge-ted  av::s  not  enforced.  If  there  Avas  no 
general  tinancia!  cra'h  in  Illinois,  then  if  those  bills  had  been  based  in 
reasonable  ])roportion  upon  the  actual  commercial  paper  of  Illinoi.s — on 
the  notes  of  the  merchaids  avIio  did  not  fail,  a-  they  did  not,  for  on  this 
tin*  ■ liairman  w ill  agree  with  nu* — there  cf>uld  have  been  no  (piestion 
either  about  the  credit  or  currency  of  these  bills  or  their  redemption. 
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Air.  BrosH'S.  Let  me  suggest  to  my  friend  that  the  assets  of  the 
banks  Avere  liable  for  those  notes. 

Air.  Warnei;.  I have  not  looked  up  the  rpicstion  as  to  w hat  those 
assets  consisted  of.  If  the  baidcs  Avere  alloAved  to  issue  currency  beyond 
their  cajutal,  Avithout  limit  in  proi»(»rtion  to  the  good  commercial  jiapcr 
111  -y  held,  then  the  ir.ere  fact  that  the  a.ssets  Avere  liable  for  the  bills  is 
not  a material  condition 

Ah'.  Brosius.  That  is  true. 

Air.  WARNEt;.  Ami  to  anyone  avIio  proposes  such  a system  I have 
only  to  say  that  1 consider  it  as  bad  as  a special  security  system,  which 
may  go  to  ])ot  without  even  the  fact  of  insolvency  being  the  cause. 

But  to  return.  1 have  stated  that  I consider  immaterial  the  ddfer 
eiK'e  in  I'Cgard  to  Federal  super\  isiou  between  the  bill  i»resentedby  the 
gentleman  from  Tennessee  and  that  pre.sented  by  myself.  The  mate- 
rial difference  betAveen  them  is  this: 

At  the  time  Avhen  this  10  per  cent  tax  Avas  imposed,  the  great  busi- 
ness of  bank-note  circulation  was  carried  on  through  local  banks,  umU'r 
State  laws.  The  moment  the  tax  Avas  imposed,  and  monopoly  began 
under  the  nali(mal-banking  act,  the  gn'ater  number  of  the  old  strong 
IState  banks  took  out  national-bank  charters  and  are  classed  to-day  as 
national  b.inks.  although  their  l uriness.  their  soh  ency,  their  comnier 
cial  connections,  etc,,  are  groAvths  id‘  tin'  old  State-bank  system,  and 
not  in  any  Avay  the  re.sult  of  or  jiromoted  by  their  becoming  national 
baidcs,  Avhich  Avas  .simjily  an  incident  in  their  history — an  attempt  to 
accommodate  thems(“l\-es  to  the  circumstances  forced  upon  them.  Alore 
than  this,  in  many  States  thei'e  are  practically  no  other  banks  in  exist- 
enc(*  than  the  national  banks.  Not  merely  that,  but  in  a number  of 
States,  by  constitutimnd  jtrohibition  or  by  inhibition  of  hnv  iiasseti  in 
accord  Avitli  tludr  con.uitutions.  tiiere  is  no  legal  way  by  Aviiich  any 
banks  of  issue.  exce])t  national  baidcs,  can  be  establislied. 

Tlu'  gr(*at  States  of  Texas.  Alissouri.  and  Illinois  are  in  that  category. 
The  result  is  this,  that,  whereas  if  the  tax  had  not  been  inpioscd  origi- 
nally. tluue  is  no  (piestion  in  my  mind,  any  more  than  tliere  is  in 
the  mind  of  the  g(mtleman  from  Tennessee,  but  that  we  would  now 
have  an  abundant  and  elastic  currency  sup]died  in  a natui'al  Avay:  yet, 
since,  in  all  of  tin*  States,  a greater  ju'ojioitiou  of  the  institutions  Avhich 
can  be  most  relied  iqmn  to  furni.sh  a safe  currency  are  national  banks; 
since  in  all  of  the  States  the  only  institutions  Avhich  have  had  any  exjie- 
rience  in  the  last  thirtA'  vears  in  dealing  with  curmicv  are  the  national 
banks;  since  in  a number  of  the  States,  by  their  constitutions  or  by 
their  Iuavs,  no  other  banks  of  i.ssue  except  national  banks  are  jmssible, 
the  result  of  that  condition  of  things  is  that  the  simjile  repeal  of  the 
prohibitory  tax  against  the  notes  of  State  banks  and  State  banking 
associations  will  not  give  the  peojde- an  elastic  currency,  because  it 
AA’oiild  still  leaA'e  under  the  inhildtion  of  the  national  banking  act  the 
A'ery  banks  which  alone  could  gi\’c,  Avith  any  .sui  t of  ]>rom])tness.  a sate 
ami  elastic  currency  to  our  peojile. 

Air.  Johnson,  of  Indiana.  Your  idea  is  it  Avould  take  time  for  the 
baidc  to  cliangi'  from  one  system  to  the  other  and  that  during  that  time 
there  \Aonld  be  troulde  in  regard  to  the  currency? 

Air.  Warner.  That  is  one  trouble;  the  institutions  all  over  the 
counti'y,  Avhich  are  in  the  best  condition  to  siqiply  currency  under  any 
hiAv.  Avhich  Avere  the  backbone  of  the  old  Stat<*  .systems,  Avhich  are  the 
only  ones  in  some  States  Avhich  are  permitted  to  issue  by  the  State 
laAV  any  currency  AvhateA’er,  Avould,  by  the  mere  rei)eal  of  the  ten  per 
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tax,  he  left  powerless  to  do  wlmt  tliey  alone  can  do  proniptlj^— assist 
n furnisliinrf  a safe  and  elastic  eurreney! 

And  so,  lielievinj;’  that  this  matter  is  not  merely  a vindication  of  Demo- 
‘ratie  principle,  in  which  I agree  thoroughly  with  my  friend  from  Ten- 
lessee:  believing  that  it  is  not  merely  a rci)iidi:ition’of  t!ie  right  of  the 
federal  Government  to  inb'rfere  with  what  I believe  to  be  tin*  exeln- 
dve  prerogative  of  the  State,  in  whicli  regai-d  I would  be  glad  to  ^-ote 
or  the  rejieal  of  the  State  bank  tax,  no  mattei' whether  tinit  repeal  did 
iny  practical  good  or  not;  but,  more  than  that,  believing  that  what  we 
vant  is  ])raetieal  relief:  Ix'lieving  that  what  the  Democratic  masses  us 
veil  as  tlie'Jte]>ubliean  masses  want  is  m>t  merely  ;i  return  to  Denio- 
•ratic  principle,  but  a provision  for  a safe  elastieVurrency.  I ])r(t])os(‘ 
his  bill,  which,  in  addition  to  the  rei)eai  j)roi»oscd  by  the  ge:itleman 
rom  Tennessee,  inv(»lves  also  an  enabling  act.  ^Vithout  giving  tlnnn  a 
nonopoly,  without  giving  them  any  advantage,  it  ]iuts  national  banks 
ipoii  the  same  tooting  as  it  doe*s  State'  banks  in  the*  op[»ortunitv  it  giv  es 
hem  to  avail  themselves  of  the  new  system  of  cuiTcney. 

iMr.  G(»x.  If  this  is  within  your  line  of  thought  .just  tliere^ 

i\Ir.  Wakxhk.  Certi.iidy. 

-Mr.  Cox.  It  gives  both  systems  the  same  advantages;  that  is  thee 
irae  tical  effect. 

Mr.  Warxkr.  That  is  it. 

Mr.  (fox.  Then  that  necessarily  changes  the  securities  of  the 
latieenal  banks'? 

Mr,  Warxer,  1 am  glad  the  .gentleman  asked  that  epiestion, 
dthough  1 would  have  preferred  for  it  to  have  been  put  a little  latem 
m;  but  I am  glad  to  take  it  up  now.  The  bill  I propose  does  not 
lirectly  interfere  with  the  present  national  bank  system.  It  leaves 
‘■very  national  bank  free  to  issue  national-bank  bills  under  the  same 
■estrictions  and  the  same  regulations  and  upon  the  same  security  as 
low;  and  if,  as  some  of  our  friends,  especially  on  the  Itepublican 
ide,  believe,  as  I do  not,  that  there  are  a great  number  of  jicojih* 
hroughout  this  country  who  gieatly  prefer  a national  currency,  based 
ipon  national  bonds,  the  result  will  be  that  the  national  bank  system 
vill  .go  on  .just  exactl.v  as  it  does  now. 

National  banks  can  take  advantage  of  this  act  only  to  an  extent 
vhich  will  not  make  the  aggregate  circulation  of  any  national  bank 
a greater  per  cent  of  its  capital  than  is  allowed  a State  bank  right 
alongside  of  it.  It  can  issue  .so  much  new  cui  rency  under  this  act  as, 
ahen  added  to  the  amount  it  shall  have  issued  under  the  national- 
banking  act,  will  make  the  same  amount  of  currenc.v  outstanding  in 
]>ro])ortion  to  its  capital  as  is  permitted  to  a State  bank.  Have  I made 
myself  clear? 

IMr.  Brosius.  That  is,  the  national  banks  can  issue  two  kinds  of 
< urrency? 

Mr.  Warner.  Precisely.  But  no  national  bank  can  issue  any  more 
( uriency  in  the  a,ggregate  than  can  a State  baidv  right  beside  it  with 
1 he  same  capital. 

Mr.  liUS.SELi..  Do  not  you  think  there  mi.ght  be  a danger  (tf  the 
I ational  currency  being  at  a premium  over  State  currenc.v  in  certain 
Sections  of  the  country'? 

IMr.  Wakneie  I see  no  earthl.v  objection  to  national  currenc.v  being 
j t .just  as  big  a premium  as  anybody  wants  to  pay  for  it.  in  other 
vords,  I have  enough  courage  of  my  convictions  to  sa\’  that  I am  per- 
l3ctly  willing  to  let  the  two  kinds  of  currency  stand  together,  and  let 
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the  peojile  choose  between  them:  and  if  the  jicople  want  national-baidc- 
ing  curreiH'.v  so  much  that  it  is  at  a premium,  the  result  will  be  that 
the  natioiml  banks  will  have,  for  that  verv  reason,  enough  imlucement 
to  issue  national-bank  currency  to  drive  this  other  currency  out  of  cii  eu- 
lation  ; and  if  the  ])e<»ple  want  national-bank  currency  there  is  no  I'eason, 
even  from  a Di'inocratic  standpoint,  wh.vtiie.v  .should  not  have  it.  If.  on 
the  other  hand,  the  result  shall  be  what  i. believe  it  will  be,  and  the 
people  are  e(pially  well  satisfied  with  the  otliei'  cnireiie.v,  then.  bec;iu<e 
it  will  be  more  easy  and  profitable  to  issue  it  tlian  to  issue  the  national- 
bank  currency,  I believe  that  the  national  bankiug  system  will  die  a 
painless  death. 

3Ir.  Brosius.  I want  to  get  that  idea  clear  in  m.vmind  on  that  point. 
Conceding  that  having  two  kinds  of  currenc.v.  ami  one  would  be  at  a 
premium  over  the  other,  do  I understand  .vou  to  sa.y  that  would  not  be 
a real  ob.jection  to  havin.g  two  kinds  of  currency '? 

IMr.  Wai’.ner.  Mr.  Chairman,  m.v  answer  is  this;  It  is  simply  incon- 
ceivable that  it  needs  a Fedeia!  inhilhtion  to  previ'iit  banks  from  issu- 
ing currency  which  can  not  get  out  at  ]>ar.  but  whiidi  tlii'.v'  will  have 
to  redeem  at  par  as  fast  as  it  can  be  handed  back  through  the  window 
after  it  gets  out  the  door. 

]\Ir.  Brosius.  If  the  gentleman  will  excuse  me,  m.v  impiir.v  wa^^  pred- 
icated upon  the  assumption  of  having  two  kinds  of  currene.v;  one 
would  be  at  a premium  o\  er  the  other,  and  mv  impiir.\'  wastiiai  if  we 
assumed  that,  would  not  that  be  a real  objection  to  have  two  kinds  of 
currenc.v,  and  I aski'd  the  <iuestion  because  my  friend  .statc'd  a momenr 
ago  that  if  one  was  at  a iiremium  he  did  not  see  an.v  difference  wh.v 
people  would  not 

Mr.  Warner.  The  h.vpothesis  is  .so  utterly  inconcei\  abIe  that  it  is 
very  hard  for  me  to  answer  his  ipiestion,  but  I will  answer  that  if  it 
were  iiossible  for  two  kinds  of  currene.v  to  be  in  coincident  circulation, 
and  one  kind  was  at  a ]>remium.  and  there  were  ]»eo]ile — and  that  would 
have  to  be  included  in  the  h.vjiothesis — who  liked  the  kind  at  a iireiidum, 
and  there  were  other  people  who  liked  the  kind  at  a di.scount,  1 should 
say  let  each  have  what  he  wants. 

Mr.  Bussell.  Have  you  ever  known  of  an.vone  who  preferred  a 
securitv  at  a discount  to  some  other  securit.v  at  a premium  ? 

Mr.  Warner.  I never  did,  and  that  is  the  reason  wh.v  the  gentle- 
man’s hypothesis  seems  to  be  almost  unthinkable. 

?\Ir.  Brosius.  You  say  that  that  h.vpothesis  is  unthinkable.  Does 
not  m.v  friend  know  that  prior  to  the  war,  when  we  had  a State  bank 
currency,  the  notes  issued  b.v  the  ditferent  Stirtes  had  variable  values, 
and  that  the  Western  and  Southern  money  was  always  at  a dis- 
count in  the  Eastern  market? 

IMr.  Warner.  I believe 

Mr.  Johnson,  of  Indiana.  The  i)eo])le  took  that  mone.v,  not  from 
preference  to  the  other,  but  from  necessit.v. 

Mr.  Warner.  The  gentleman  from  Indiana  has  answered  a greater 
part  of  the  impiiryof  the  gentleman  from  Pennsylvania.  The  iliffer- 
ence  in  the  current  value  of  notes  before  the  war  consisted  of  two  fac- 
tors, one  a mere  fa<-tor  of  exchange,  which,  .gentlemen  will  agree  with 
me,  is  .something  which  has  nothing  whatever  to  do  with  the  particular 
matt(‘r  we  are  now  discussing,  and  wliich  now,  with  our  very  great 
facilities  for  communication  between  different  jiarts  of  the  country,  is 
an  immaterial  matter.  What  I mean  is  if  mercantile  jtaper  is  ab.so- 
lutely  first  (‘lass  in  New  York  it  will  buy  just  as  much  of  San  Fran- 
cisco paper,  prob:ibly,  as  it  will  buy  of  New  York  paper,  and  rice  rer.ni^ 
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1)  it  ill  fovnicv  times,  wlien  comimiiiiciitioii  vas  slow  ami  oxpmisivi-  and 
r sky.  when  we  ])vaetieally  had  no  facilities  for  tele, uraiihic  transfers,  so 
t lat  a jireat  loss  of  time  ami  interest  was  also  involved,  the  sinijile 
n atter  of  exchange  was  a mori'  imjiortant  one. 

Mow,  to  the  other  ])oiiit.  The  other  factor  in  the  variation  in  the 
V orth  of  money  before  the  Avar  Avas  this:  On  account,  larji'cly,  of  lack 
o'  eommnnication  or  facilities  for  communication,  but  sometimes  for 

0 her  reasons  as  well,  dilferent  eommnnities  Avere  absolutely  forci'd  to 
c irry  on  their  business  by  the  rou”hest  Icind  of  barter,  or  to  avail  them 
s “Ives  of  currency  which  they  tliemselves  knew  to  be  more  or  h‘ss 
doubtful.  For  exam]de,  tlu're  was  a time  in  the  western  ])art  of  the 
jjentleman's  own  tState  Avhen  the  facilities  for  business  in  every  slnqie 
A' (“re  so  limited  that  Avhisky  Avas  made  h\ual  lender.  You  eonhl  not 
sdlanote  for  so  many  r;allons  of  Avhisky  at  New  York  at  that  time 
eveept  at  j^reat  discount. 

The  trouble  Avas  not  that  the  Avhisky  Avas  bad,  or  that  the  iieojile 
A ere  not  honest,  but  that,  on  account  of  the  lack  of  facilities  of  com- 
3 lunication.  they  liad  been  forced  to  use  iioor  means  of  exchanjiv 

1 istead  of  jtood"  means,  and  had  to  take  the  consequences.  Jbit  at 
] resent  I believe  if  the  national  bankini:’  law  Avas  reiiealed.  Avhich,  Iioav- 
< ver.  1 do  not  jiroiiose.  that  the  communications  now  existinj*-  betwei'ii 
all  parts  of  our  country  are  such  as  to  take  away  the  necessity  for  use 
i I any  ]iart  of  any  currency  that  its  ]u'o}»le  did  not  (“onsider  as  jier- 
t 'ctly  <iOod.  In  other  words,  there  Avould  be  bankiuji’  houses  or 
a pencil's  established  at  e\'ery  toAvn  wheri*  c()od  currency  Avas  needed 
A liii  h Avould  he  puttin*;’  out  there  the  currency  of  the  stron<>'est  bank's 
i I the  country.  ]>ut  if  that  Avere  not  true,  tlie  fact  that  Ave  leave  in 
( xisteiu  e all  of  the  national  banks.  Avhich  noAV  supply  national  currency 
j 11  oA’er  the  country.  AA'iaihl.  it  seems  to  me.  alisolutely  <>uarantee  us 
aeainst  the  existem-e  of  any  currency  Avhich  As'ouhl  circulate  at  a dis- 
c mnt. 

'^h“.  Johnson,  of  Imbbuia.  Your  exi*ectation  is  that  under  tin*  ]uac- 
t I'al  o])eration  of  tins  bill  national  iianks  Avould  soon  o-q  out  of  exist- 
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i\Ir.  Warner.  iMy  expectation  is  that  the  natiomtl  bank  cum'm'y 
A ill  soon  c'o  out  of  existencA“.  because  that,  after  this  plan  has  bcfcn  in 
( peration  a fcAv  years,  tliere  Avill  be  nol)0(ly,  not  eA'cn  my  friend  from 
( onm'cticut.  Avho  Avill  see  the  slightest  reason  for  the  existence  <tt  a 
3 ational-bank  curri'ucy. 

.Mr,  Johnson,  of  Indiana.  Your  ansAAer  to  n y (piestion  is.  yesf 

Mr.  Warner,  What  is  the  question  ? 

Mr.  Johnson,  of  Indiana,  ily  the  practical  op(*ra;ion  of  this  bill 
1 ational  banks  Avill  go  out  of  existence.' 

.Mr.  Warner.  1 do  not  think  the  bill  Avill  driA'e  them  out  of  exist- 
» nce.  1 do  think  that  under  its  operation  theie  aa  ill  soon  bt*  tbuml  to 
1 e no  ollice  Avhich  national-bank  bills  can  subM-rve  to  an  advantage; 
1 lit  till'  bill  does  not  drive  them  out  of  existenei*. 

The  CllAiRAiAN.  IbiA'e  you  taken  into  the  consideration  of  this  mat- 
ter of  a depi’eciated  currency  Avhat  is  knoAvn  as  the  Gresham  hiAv  of 
1 nance f 

Mr.  AYarner.  Unquestionably. 

Mr.  Haugen.  As  to  Avhether  the  national  banks  Avill  be  driA'e n out 
( t existence  because  of  the  Gresham  hnv  ! 

-Mr.  W.VRNER.  Mo:  the  Gresham  hiAv  operates  only  in  case,  either 
l y h'gislatiou  or  by  circumstances,  a forced  currency  is  given  to  jioor 
3ionev.  What  1 mean  is  this:  If,  for  example,  the  business  of  a [lar* 
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ticular  community  is  very  large  and  from  a lack  of  communication  there 
is  only  a supply  of  shiniilasters  or  of  light-AAcight  money,  people  may 
and  Avill  to  a Certain  exti'iit  use  that  money  rather  tlian  let  tiieir 
accounts  go  unsettled  or  be  left  to  ordinary  barter.  That  is  piacti- 
cally  a forced  legal  tender.  Moav,  if  that  same  result  is  brought  about 
by  a hiAV  AA'hich  Ciakes  the  jioorer  money  legal  tender  in  payment  of 
debts,  then  people  Avill  use  it  for  that  purpose:  and  in  every  case  aa  here, 
either  by  huv  or  by  circumstaiu'es,  a forced  circulation  is  given  to  poor 
money,  the  result  Avill  be  that  everybody  avIio  stops  to  think — and  most 
people  do — Avill  continue  to  pass  that  imor  money  and  kec])  it  in  circu- 
lation AA'hile  they  Avill  continually  hoard  the  good  money  or  use  it  to  pay 
debts  ill  quarters  Avhere  creditors  AA'ill  not  take  the  poor  money,  'f  he 
result  Avill  be  that  the  jmor  money  will  driA'e  the  good  money  out  of  cir 
culatiou.  If  it  is  claimed  that  any  amount  of  ]»oor  money  iir  doubtfid 
money  Avhich  is  not  giA'en,  either  by  circumstances  or  hiAv,  forced  circii- 
latioii  has  any  etfect  Avhatever  iiiion" the  circulation  of  goo.l  money,  then 
I do  not  concur,  I believe  it  is  genendly  conceded  that  this  is  entirely 
outside  of  the  Avorkings  of  Gresham's  hiAv. 

The  Gii-YiiniAN,  I do  not  concede  it. 

Mr.  llRosius.  I do  not  take  tliat  as  being  conceded,  and  I do  not 
think  it  is  true. 

The  Chairaian.  Let  me  state  my  disagreement  on  that  projiosition. 
The  creditor  Avill  take  the  depreciated  money  rather  than  have  his  debt 
remain  uiqiaid.  holding  that  that  is  bett(‘r  than  notliing.  and  it  this 

Air.  Warner  (interrupting).  The  creditor  aa  ill  not  take  the  deiu'i'- 
ciated  money  unless  his  necessities  are  such  that  he  is  iirai-tically  forced 
to  take  it;  and  the  fact  that  he  is  taking  depreciated  money  does 
not  make  it  current  or  hel])  it  croAvd  out  good  money  any  more  than, 
if  he  takes  a horse  he  AA'ould  not  buy  except  in  payment  of  a bad  debt, 
this  drives  good  horses  out  of  the  market. 

In  other  words,  I do  not  understand  tliat  Gresham's  hiAv  iiiA'olves  a 
noA'el  principle  of  currency  or  any  uncommon  trait  of  human  nature. 
It  is  simply  this,  that  it  is  so  natural  for  us  to  jirefer  our  oaa'u  interest 
to  that  of  our  neighbor  that  each  of  us,  if  he  has  both  good  money  aiid 
poor  money,  Avill  pay  his  debts  AA'ith  the  poor  money  if  he  can  make  his 
ci'editor  accept  it,and  kiaqi  the  good  money  for  himself  or  pax*  it  out  to 
someone  Avhoni  he  can  not  make  take  poor  money,  Avith  the  result  that 
the  poor  money  is  ke]>r  in  actix'e  circulation  and  the  good  money 
hoarded  or  sent  out  of  tin-  country  just  as  in  Gri'sham's  time.  There  is 
no  Gresham  hiAv.  or  any  other  kind  of  a law,  that  says  people  Avill  keep 
poor  money  Avhen  they  can  get  good  monev  for  it.  As  long  as  jioor 
money  lias  a legal  or  virtual  forced  ciii’i'cncy  it  Avill  driA'e  good  money 
out  of  circulation;  but  Avhenever  this  poor  money  is  made  redeemable 
in  good  money  it  avIII  be  promptly  olfered  for  redemption  and  the  good 
money  Avill  drive  out,  or  call  in,  the  ])Oor  money  just  as  it  did  in  Gre>- 
ham’s  time.  Whenever  current  redemi»tion  in  good  mom*y  is  adequately 
provided,  Gresham’s  law  has  no  basis  on  AA'hich  to  operate. 

If  1 may  be  pardoned  the  suggestion,  the  gentleman  seems  to  luiA'e 
accepted  the  loose  statement  of  Aristojdianes,  rather  than  the  more 
accuiate  one  of  Ilicardo,  Avhich,  under  permission,  I Avill  in^icrt  here. 

Orteuliiui's  liuve  Ave  rrllected  ou  a isiiuilar  al)use 

In  the  choice  of  men  for  ofhre.  :md  of  coins  for  common  use: 

For  your  old  nnd  standard  ]>icces,  valued  and  u])proved  and  Tried, 

Here  amony;  the  (Grecian  nations,  and  in  all  tlu^  world  beside, 

Feco^nize(i  in  every  realm  lor  trusty  stamj)  and  pure  assay, 

Are  rejected  and  abandoned  Idr  the  trash  of  yestertlay; 

For  a vile,  adulterate  issue,  drossy,  connterlcit.  and  base, 

Which  the  tratiic  of  the  city  passes  current  in  their  place. 

Frere's  iranslailon  of  JristophaneSj  Frofjs.'^ 
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liiist  oaoh  of  tlio  two  metals  was  eqnally  a legal  tciuler  for  deRts  of  anv  amount 
v'f  were  suiqect  to  a constant  change  in  the  principal  standard  measure  of  value 
t would  sometimes  be  gold,  sometimes  silver,  depending  entirely  on  the  variations 
n Iho  relative  value  of  the  two  metals;  and  at  such  times  the  metal  which  was  not 
I he  standard  would  Ix'  melted  and  withdrawn  from  circulation,  as  its  value  would 
Me  greafor  in  bullion  tlian  in  coin. — Ric’AKOo. 

Mr.  HEosirs.  Mi-ilit  I sny  ris'ht  tlioro.  the  eliaiiiiels  of  circulation 
* an  only  contain  a c('rfain  lunouiit  of  laoiicy? 

3Ir.  Waexee.  That  is  ri^ht. 

Mr.  liKusius.  If  we  lill  tiiose  channels  of  circulation  with  a certain 
1 iiid  of  money,  inferior  money,  does  it  not  cro\\  d out  the  other? 

Mr.  Waenek.  The  frentlemaii  is  entirely  correct  in  that.  It  is  cer- 
lainly  true  that,  while  the  amount  of  money  which  is  reijuired  for 
I'nsiness  purposes  vai  ies  from  day  to  day  ajurfrom  week  to  w('ck;  yet 
{ t any  o-iven  time  there  is  a certain  amouni  which  for  that  time  is 
Hitlicient:  and  if  there  is  atloat,  under  circumstances  which  prevents  it 
Irom  heinji'  proniptly  redeemed,  or  under  circumstances  which  disconr- 
t <?c  its  contraction  by  rcdeni])tion,  a greater  amotuit  of  money  than  is 
A anted,  the  poor  money  will  tend  to  drive  the  good  money  out. 

We  have  an  exam])le  of  that  at  the  present  time  to  which  I would 
1 ke  to  refer.  In  this  country,  at  the  present  lime,  we  have  a number 
f f different  kinds  ot  currency.  Some  of  those  kinds  of  currency.  notal)ly 
( ne.gold,  is  deemed  by  everybody  tliroughont  the  country  and'  tliroiu;h- 
ent  the  world  to  beabsolutwly  money.  Jii  the  opinion  of  a great  many 
] eople,  no  matter  how  small  a proportion  of  onr  population,  the  otlie'r 
!•  inds  of  currency  are  snbject  to  a question  ot  doubt,  inlinitesimnl  it 

I lay  be.  so  small  as  not  to  be  expressed  in  dillerence  of  (^xclianee.  but 
a doubt  which  makes  a pndcrence,  ami,  going  outside  of  our  eounrry. 

1 10  great  mass  of  the  peoi»le  jirefer  the  gold  which  tlu'vdo  understand 
T ) the  other  currency  winch  tlioy  do  not  understand,  even  tlnm.e-h  tliey 
n ay  not  stop  to  reason  in  regard  to  the  comjiarative  safety  of  the  one 
as  compared  witli  the  other. 

At  tlie  present  time.  not.  as  I believe,  on  aceonnt  of  anv  ipiestion  of 
h ck  ofconiidenee  in  the  currency,  but  as  the  result  of  numerous  causes, 
t lere  is  not  that  certainty  as  regards  tiie  immediate  future  which 

II  duces  ])rudent  men  to  want  to  borrow,  or  that  assurance  of  prompt 
prosperity  which  induces  iirudent  men  to  want  to  lend  money.  The 
ivsult  is,  between  the  borrower  and  tlie  lender,  that  a large  ainount  of 
11  oney  has  accumulated  in  banks,  and  to-day  in  the  irity  of  Xew  York 
a one  there  is,  1 presume.  $10(),0()(),0U0  deposited  in  the  banks  that  is 
t(  day  drawing  no  interest,  ami  they  can  not  let  it  out  at  L’,  or  even  1, 
p *r  cent  a year. 

Mr.  KrssELL.  That  is  because  it  is  a condition  of  the  business  of 
tl  e country;  that  does  not  ilejiend  upon  a ciirreuey  system? 

31r.  V AEN^EE.  I am  endeavoring  to  follow  out  the  suggestion  of  my 
fiieiul  from  Peiinsylvania;  the  business  situation  is  now  such  that 
wliat  under  ordinary  eircumstaiices  would  be  imuely  a iioriiial  sii])ply 
01  currency  is  to-day  more  than,  in  the  suspended  coiiditioii  of  busines.s, 
tl  0 business  community  wants  to  use, 

31  r.  Cox.  One  moment  on  that  point;  is  not  this  the  state  of  facts 

.Mr.  AENEE.  I would  like  to  continue  this.  Xow  the  result  of  that, 
ill  exact  accord  with  the  principle  which  the  gentleman  from  Peiinsyl- 
vi  Ilia  mentioned,  is  this:  People  not  being  able  to  get  interest  for 
tleii-  money  look  about  for  investments.  There  are  very  few  standard 
investments  as  to  which  a part  is  uot  OAViied  in  Pbirope — uo  matter 
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whether  it  i>  10  per  cent  or  lit)  per  cent;  in  some  cases  the jierccntaee 
is  lai"er.  Tlierefore,  when  a man  tells  his  broker  he  i.-  getting  m>  inter- 
est oiriiis  money  and  that  lie  lias  •'S1M,U00  or  *00, OOU  locked  up  in  the 

bank  wliieli  lie  'wishes  him  to  invest  in  some  way  that  will  enable  liim 
to  get  a little  interest,  and  that  broker  goes  into  tlie  mai  kid  and  buys 
Erie,  or  Xew  York  Central,  or  sugar  trust,  or  anyotlier  kind  of  invest- 
ment, that  causes  a cunent  of  those  seenvities  from  other  parts  ol  the 
country  and  other  parts  of  the  world  to  meet  tlie  demand  thus  eauseil. 

iS'ow'theii,  if  only  10  per  cent  of  those  are  procured  froni  Europe,  it 
oiilv  5 per  cent  are  procnied  from  Kurope.  the  result  is  this,  that  tin- 
European  part  will  all  have  to  be  imid  for  with  the  kind  of  money  that 
is  recognized  as  such  in  Euro])e.  Therefore,  even  if  everything  here  can 
be  here]iaid  for  by  any  currency  we  have,  the  result  will  lie  that  we  will 
have  a drain  of  g^dd  irom  this  eonntry;  that  will  be  the  net  result  on 
account  of  the  plethora  of  currency  as  conqiarcd  with  ihc  want-  <d 
business.  Now,  sn]»pose  we  should  have  a Imsiness  n‘vi\ :il.  of  w dcii 
lliere  are  soma  sigi  s now — if  tliere  should  come  a period  of  eonlideia-e 
so  that  prudent  men  would  be  glad  to  start  new  enterprises  and  want 
to  borrow  money,  so  tliat  other  prudent  imm  would  have  such  faith  iii 
the  average  prosperity  of  would-be  borrowers  as  to  be  w dling  to  lend 

money the  result  would  almost  immediately  be  that  ]ieo]ile  would  sell 

instead  of  buying'  bonds  and  st(>eks.  and  the  result  would  be  that  the 
situation  would  become  mort^  lavorablc  lor  secuiities  going  <iw  a\  tliau 
for  them  to  come  hither. 

The  result  would  be  not  merely  that  the  operation  would  be  sto]iped 
of  those  causes  which  tended  to  drive  out  of  this  country  rlie  gold  and 
keep  in  this  country  other  euneiicy,  but  there  would  be  set  in  ojaua- 
tion  causes  that  would  bring  gold  to  this  country  on  account  ot  the  tact 
that  our  other  currency  was  sucked  up  by  tlie  demands  of  busines 
3Ve  bad  an  exanqile  in  another  line  only  a few  weeks  ago.  wlicn 
])eoi)le  hoarded  currency.  If  you  will  remember,  during  last  August 
evervbody  boarded  every  kind  of  currency  they  could,  in  order  to 
liavc  ready  money,  ami  the  result  was  that  ••sto.uou.uuu  oi  gold 
actually  came  back  to  us  from  Europe,  brought  here  practically 
by  the  exchange  of  securities.  Yow,  whether  it  is  by  a panic,  causing 
a' want  on  the  part  of  the  people  tor  the  eurrency,  or  wiiether  it  is  by 
ex]iaiision  of  business  and  growth  of  contidence  that  cause  more  money 
to  be  needed  on  account  of  the  greater  amount  of  business  to  be  trans- 
acted, in  any  case,  as  long  as  we  need  the  whole  of.  or  more  than,  the 
currency  we'have  of  all  kinds  in  the  country,  there  is  no  tendency  t«» 
drive  aiiy  kind  of  currency  out.  Eut  the  moment  that,  either  from  a sus- 
pension 'of  business  and  a lack  of  demand  for  the  eimency  we  have  in 
the  country,  or  from  any  other  cause,  the  amount  of  currency  extant 
is  greater  than  tlie  amount  required  for  the  business  of  the  country,  then 
we  have  drawn  from  ns  the  kind  of  currency,  if  there  is  any  kind -we 
have,  that  people  like  elsewhere;  and  we  have  lelr  with  us  the  kind  <d' 
currency,  if  such  there  is.  that  is  more  aerepfable  liere  tlian  elsewhere. 

Unde'r  this  bill,  I lielieve  an  absolutely  automatic  coniraction  of  the 

currenev  wonhl  take  place  whenever  the  amount  outstanding  was 

greater  than  that  retjuired  by  the  then'  demands  of  business.  1 believe 

too  tliere  would  ensue  instantly  an  automatic  exiiansion  of  the  mr- 

rciicy  wlicnover  the  amount  outstanding  was  h‘ss  than  tin'  growing 

demands  ot  business.  And  a main  difference  betw  een  this  system  and 

the  system  iiroposed  by  the  geutleniau  from  Illinois,  tlie  good  points 

of  w liicli  1 reeognh/*',  is  its  antomatie  elasticity.  You  tak«‘  State-bank 

currenev  and  let  it  be  issued;  and  il,  lor  example,  a baiikci  iu  Yew 

* 


BANKING  AND  CURRENCY. 


orlv  found  they  wore  piling  in  the  cuiTencj^  upon  him  he  would 
1 loinptly  send  home  for  redemption  the  bills  ol'  other  banks.  In  each 
■village  they  would  send  home  for  prompt  red(Mn])tioii  the  bills  of  the 
I auks  ot  eveiy  other  villaire;  and  money  of  less  repute  would  be  most 
1 romptly  sent  home  for  redem[)tion.  ^Vheroas  now  the  national-bank 
currency,  beino-  o-ood  in  every  part  of  the  United  States,  the  currency 
1 roposed  by  the  gentleman  bein,u'  ewenly  .yood,  so  that  there  is  no  (pies- 
t on  ot  redeni])tion,  that  fact  takes  away  an  induce’.nent  for  i)romi»t 
rsdemption,  upon  which  I confess  1 rely  as  most  benelicent  in  order  to 
lei})  insure  automatic  expansion  and  contraction  of  the  currency  iu 
1 recise  pro])ortion  to  the  demands  of  business. 

Mr.  Johnson,  ot  Indiana.  Your  whole  theory  in  regard  to  the  auto- 
riatic  expansion  and  contraction  of  the  currency  is  predicated  uimn  the 
telief  that  some  of  the  banks  will  not  be  worth  anything? 

IMr.  Warner.  2^^o. 

31  r.  Johnson,  of  Indiana.  I can  not  see  that  th.ereis  any  other  result. 

3Ir.  Warner.  I am  very  glad  that  you  made  that  point. 

3Ir.  Brosius.  That  is  tlie  very  point  upon  which  the  whole  system 
siems  to  be  based.  That  is  the  pivot  upon  which  the  whole  automatic 
srstcju  rests,  that  the  money  issued  by  the  State  banks  is  not  as  good 
universally  as  the  national-bank  notes,  and  that  therefore  for  fear  lest 
S)mething  will  overtake  them,  some  misfortnne,  they  are  instantly 
r ‘turned  for  redemi)tion  to  those  banks?  If  it  is  not  that  fear  which 
prompts  the  New  York  banks  to  return  them  at  once  for  redemption, 

V hy  would  they  return  those  notes  any  more  than  they  would  the  notes 
o'a  national  bank  issued  in  Pennsylvania  for  rialemption? 

3Ir.  Y ARNER.  I will  tell  >mu.  Under  this  bill  the  banks  are  left  to 
g2t  as  large  a ]>rotit  as  possible  from  local  circulation;  and  the  process 
o issuing  notes  to  meet  the  demands  of  their  locality  is  so  facilitated 
ai  to  pennit  them  to  exploit  in  the  most  promiit  and  thorough  manner 
ti  le  local  held.  Xow,  so  long  as  the  demand  for  the  currency  is  such 
a 5 to  permit  the  banks  in  any  locality  to  keep  afloat  the  full  amount 
o ■ their  notes,  which  they  are  permitted  by  law  to  u.«e,  they  would 
h xveno  particular  interest  in  sending  other  notes  home  for  redemp 
tion — excepting  periodically  and  in  a perfunctory  sort  of  way.  The 
v*ry  moment  the  amount  of  currency  in  the  country  becomes  redun- 
(1  lilt,  then  the  only  way  that  any  bank  can  keep  its  own  notes  out- 
st  anding,  and  thereby  continue  its  profits  on  circulation,  is  to  keep  the 
li  fid  about  itself  clear  by  sending  promptly  back  to  the  localities  from 

V Inch  they  come  the  notes  of  other  baidrs  that  are  presented  over  its 
Cl  mnters. 

3Ir.  Brosius.  That  is  equally  applicable  to  national  banks  as  State 
b inks? 

31  r.  W ARNER.  Yes,  so  far  as  concerns  the  new  currency  jiroposed,  but 
ii'it  as  concerns  the  present  national-bank  currency,  the  conditions  for 
tl  e issue  of  which  are  such  as  not  to  offer  the  saine  opportunities  for 
p ofit,  and  hence  not  the  same  inducements  to  send  home  redundant 
ci  xailation. 

The  Chairman.  I understand  from  your  bill  that  the  bills  of  the 
bi  nks  are  redeemable  in  United  States  notes,  legal-tender  notes? 

3Ir.  Warner.  Tliey  would  have  to  be  as  long  as  we  have  legal 
te  iider. 

The  Chairman.  They  would  not  be  compelled  to  pay  in  coin? 

3Ir.  Warner,  ilot  necessarily;  though  if  I had  my  way  they 
w mid  be. 
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The  Chairman.  And  your  reason  for  presenting  them  to  the  bank 
for  redemption  is  the  holder  of  the  bill  prefers  the  legal-tender  note  to 
the  bank’s  note? 

3Ir.  W'' ARNER.  The  bill-holder,  whenever  he  finds  that  he  has  more 
money  than  he  needs,  and  he  is  thus  compelled  to  choose  without  refer- 
ence to  'vhetlier  he  kno\^s  aii'dliing  about  thn<e  bills  or  has  any  doubt 
as  between  Viie  two  kinus,  will  deposit  the  bids  he  doe>  not  know  about 
rather  than  the  bills  he  does  know  about;  while  each  bank  the  very 
moment  they  get  to  its  counter — and  there  is  the  real  place  where  the 
system  efiectually  works — will  be  obliged,  will  be  induced,  will  be 
practically  paid,  to  send  l;ack  iirnmptly,  by  every  means  that  the  ingc 
unity  of  commerce  can  devise,  the  notes  of  every  other  bank  than  its 
own. 

3Ir.  Bussell.  And  if  he  was  fortunate  enough  at  that  time  to  hold 
the  national-bank  currency  ho  would  not  do  that? 

3Ir.  W'arner.  1 accept  the  gentleman’s  suggestion  that  umler  the 
national-bank  system  there  is  less  indiicemeid  and  o])])ortunity  when- 
ever we  nave  a pieliioia  of  ciureiicy  for  the  bunks,  el  lueir  o\vu  accoril, 
to  reduce  it  down  to  the  proper  level;  and  it  is  because  there  is  less 
iuducement  under  the  present  system,  and  because  I want  to  give  greater 
inducements  and  make  the  system  more  automatic  in  its  workings,  that 
1 believe  that  in  this  respect  the  system  I proiiose  is  superior  to  the 
present  national  banking  system. 

The  Chairman.  Let  me  ask  yon  there,  in  onler  that  I may  under- 
stand you  tlioroughly.  The  bills  are  in  all  instances  printed  by  the 
CeiicAMl  Covernmeiit? 

3Ir.  W'arner.  Yes,  I am  coming  to  that. 

The  Chairman.  The  name  of  each  bank  issuing  will  be  upon  the 
bills  which  are  to  be  signed  by  the  bank  officials  ? 

3Ir.  Warner,  Precisely. 

The  Chairman.  Xow,  this  banking  system  is  oiiento  all  banks  exist- 
ing that  may  avail  themselves  of  it? 

31r.  W^ARNER.  AVithin  limitations. 

The  Chairman.  To  issue  7o  percent  of  the  uuimiiaired  caxjital  stock 
of  the  bank? 

3Ir.  WARNER.  Ycl  sir. 

The  Chairman.  There  are  0,000  banks  in  the  United  States,  includ- 
ing loan  and  trust  companies,  of  which  there  are  2JS.  There  are  about 
SOO  private  banks  and  about  1.000  savings  banks,  and  of  national  and 
State  banks  probably  nearly  7,000.  Assuming  that  only  national  and 
State  banks  will  avail  themselves  of  the  currency  you  would  provide 
for  7,000  difierent  kinds  of  bills  of  banks,  and  each  bank  probably 
would  have  five  different  denominations  of  bills,  one  dollar,  five  dollars, 
ten  dollars,  twenty,  and  a hundred,  say,  so  you  would  have  30,000  dif- 
ierent kinds  of  bills  in  circulation  in  the  United  States? 

3Ir.  WARNER.  Yes,  in  the  same  sense  that  under  the  pre.sent  national 
banking  system  we  have,  say,  L'0,000  different  kinds  of  curreiicy. 

The  Chairman.  These  banks  not  being  liable  for  their  own  redemp- 
tion— 

3Ir.  A3' ARNER.  The  national  banks  are  liable  for  the  redenqition  of 
their  bills,  and  if  the  system  is  such  as  iu  the  line  of  probabilities  to 
leave  the  proposed  guaranty  fund  a sufficient  insurance  against  failure, 
the  result  would  be  the  same  here  as  in  the  case  of  the  national  banks. 

The  Chairman.  The  ipiestiou  is,  in  regard  to  the  circulation  under 
that  bill  each  bank  would  be  liable  for  the  redemption  ot  its  own  bills. 

Mr.  AY ARNER.  The  national  banks  are  now 
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Tlio  CiTAiR:\rAN.  With  tlie  additiomil  ynaraiitcc  of  the  Goveniment? 

Mr.  Warner.  Not  at  all. 

The  Chairman.  The  Government  promises  to  pay,  ultimately,  the 
rational  bank  notes? 

Mr.  Warner.  Xot  at  all;  the  Government  promises  sim])ly  to  apply 
c -rtain  property  of  the  bank,  to  wit,  certain  national  bonds  that  the 
I link  has  deposited,  in  the  payment  of  the  notes. 

The  Chairman.  That  is,  practically,  the  bill  holder  does  not  look  to 
t le  bank  but  to  the  General  Government,  but  in  your  case  the  bill- 
hohler  would  look  entirely  to  the  bank  for  icdcnpition. 

i\lr.  M arner.  Tlic  bill  holder  would  know  that  the  bank  had  taken 
o it  what  mifjht  be  called  a “Jiloyd’s”  insurance,  which,  in  the  opinion 
o ‘ Con<>TCss.  is  sullicieiit  to  insure  the  prompt  payment  of  their  bills. 
'Jlie  question  of  whether  the  assessment  for  the  <;'uarantee  shall  be  a 
h alf  i>er  cent  or  one  i)cr  cent,  or  whether  it  shall  be  accumnlateil  tothree 
percent  or  to  live  per  cent,  is  a matter  of  detail  for  the  .judgment  of  the 
c nnmittec. 

The  Chairman.  Just  on  that  point.  The  guarantee  fund  raised  by 
j rmr  bill  is  1 per  cent  ? 

l\lr.  Warner.  Xo,  3 per  cent  on  the  circulating’  notes. 

The  Chairman.  1 did  not  so  read  it.  but  that  is  all  right.  That  is 
all  you  have  as  a guarantee,  that  is  collected  from  all  the  banks  to  be 
held  for  the  redemption  of  the  notes  of  a iiarricular  bank  that  might 
fail? 


Mr.  Warner.  Precisely,  for  the  currency  alone. 

The  Chairman.  The  tax  derived  from  all  jiarts  of  the  country  will 
be  liable  for  the  failure  of  one  particular  bank? 

Mr.  Warner.  Unquestionably. 

The  Chairman.  It  is  a general  partnership  by  which  they  are  all 
c irried  ? 


l\lr.  Warner.  It  is  like  a I.loyd’s  insurance. 

The  Chairman.  Now  the  only  fund  is  the  fund  that  is  raised  here? 

Mr.  Warner.  Yes;  so  far  as  concerns  the  guarantee  fund,  and  that 
if  only  to  cover  the  currency  and  nothing  else. 

The  Chairman.  You  mean  3 per  cent  of  the  whole  amount  of  the 
c rculation  ? 

Mr.  Warner.  Yes. 

The  Chairman.  How  much  would  the  tax  be  upon  each  bank  for 
the  amount  jiaid  in? 

Mr.  Warner.  It  pays  a tax  of  one  half  per  cent  upon  taking  out, 
a id  also  pays  an  additional  tax  of  a half  per  cent  on  the  amount  out- 
s anding  more  than  a year.  In  view  of  the  fact  that  a great  part  of 
that  taken  out  is  in  circulation  for  a much  less  time  than  a vear  I 
bdieveit  practically  involves  for  the  first  two  years  a tax  of  about 
three  quarters  of  1 iier  centum  upon  the  circulation.  But  in  case  of 
biuks  that  continue  a large  circulation  for  a number  of  years,  it  would 
ii  volve  only  a total  assessment  for  the  whole  time  of  3 ])er  cent  in  the 
a ’gregate,  in  aiidition  to  the  expenses,  and  would  jirobably  be  reduced 
to  below  one-half  per  cent  a year  on  actual  circulation  as  the  ultimate 
n suit. 


The  CIIAIR3IAN.  This  guarantee  is  the  only  agency  the  Government 
a vsumes  so  far  as  the  redemption  of  the  notes  is  concerned? 

Mr.  Warner.  With  one  exception.  Whenever  a bank  wants  to  go 
o It  of  business  or  has  failed,  upon  the  deposit,  by  it  or  its  receiver  or 
i'(  presentative,  with  the  Ticasurer  of  the  United  States  of  an  amount 
o h ash  eijiial  to  the  outstanding  amount  of  notes  issued  by  it,  it  ispro- 
V ded  that  from  that  time  all  liability  of  the  bank  on  account  of  its  cur- 
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rency  shall  cease;  and  that  the  Treasurer  shall  apply  the  cash  thus 
<le])osited  to  the  payment  of  those  notes  when  presented. 

The  Chairnian.  Just  as  it  is  in  the  national-l)aid<  bill  now. 

Mr.  Bussell.  I want  to  call  jumr  attention  to  this  ju’ovision  under 
which  the  Comptroller  of  the  Currency  can  issue  these  noti-s:  that  he 
must  be  satisfied  “ that  it  (association  or  bank)  has  made  adeipiate 
and  convenient  piovisiou  for  the  ledemption  of  its  circulating  notes  to 
be  is.sue<l  as  iirovidcd  in  this  act.”  I want  you,  eitliei'  now  or  juoliaps 
at  some  subsc(|uent  hearing,  to  give  your  (qiinion  of  wliat  that  adequate 
and  convenient  ]»rovision  should  be? 

l\Ir.  Warner.  I am  jterfectly  willing  to  answer  the  (piestion,  although 
I consider  it  somewhat  immaterial.  So  long  as  the  cleai  ing-house  asso- 
ciation of  a city 

Ml’.  Bussell.  But  these  banks  are  not  all  in  a city. 

Mr.  Warner.  M ait  a moment.  If  the  clearing  house  of  the  princijial 
city  of  a State  was  willing  to  take  upon  itself  the  current  redemjttion 
of  those  notes,  tliat  would  ordinarily  bi*  suflicient.  In  other  words, 
Avhat  I mean  to  say  is  this,  If  I was  a banker  sitting  in  New  York  and 
I declined  to  accejit  exchange  which  was  made  jiayable  at  and  acce]»ted 
by  a clearing-house  association  of  a large  city  in  any  State,  1 have  no 
doubt  that  niy  friends,  the  luesidents  of  the  other  banks,  would  say, 
and  say  rightly,  1 was  a crank.  1 can  conceive  of  circumstances, 
however 

Mr.  Bussell.  That  would  depend  iqion  the  time. 

Mr.  \\  ARNER.  1 can  conceiv'e,  however,  of  circumstances  such  as  to 
raise  a very  proiier  doubt  as  to  whether  that  was  a safe  provision.  That 
is  the  reason  why,  in  iireference  to  any  hard  and  fast  legislative  jn’o- 
vision  I,  leave  it  in  such  shape  that  the  Comptroller  of  the  Currency  can 
at  any  moment  insist  upon  such  ]»rovision  as  he  considers  adequate. 

The  Chairman.  Is  not  that  a xery  large  discretion  to  give  to  any 
man  ? 

Mr.  Warner.  I am  inclined  to  think  it  is.  That  is  the  most  objec- 
tionable provision  to  my  mind  in  this  whole  bill;  and  the  oidy  reason 
why  I venture  to  suggest  it  is  that,  after  attempting  to  weigh  the  prob- 
abilities and  the  possibilities  of  trouble  under  this,  and  attemiiting  to 
weigh  the  convenience  of  having  some  such  provision  for  redemption. 
I have  arrived  at  the  conclusion  that  I would  not  be  .justified,  by  a 
doiibt  as  to  the  policy  of  giving  discretion  to  an  executive  ollicer,  in 
losing  the  great  convenience  and  contidence  which  would,  1 believe, 
result  from  this  proviso. 

Mr.  Bussell.  But  he  has  got  to  adopt  some  rule  according  to  this, 
because  he  is  not  allowed  to  use  these  notes  blank  until  he  is  satisfied 
that  the  bank  has  made  adequate  and  convenient  ])rovisions? 

Mr.  Warner.  Y'es;  he  can  change  it  the  next  day. 

Mr.  Bussell.  I do  not  know  about  that,  for  if  a bank  complies  with 
the  provisions 

Mr.  Johnson,  of  Indiana.  1 think  after  you  conclude  your  general 
remarks  it  will  add  much  to  this  hearing  if  .vou  will  take  it  up  by  sec- 
tions afterwards. 

Mr.  "Warner.  That  is  what  I intended  to  do. 

The  Chairman.  Do  you  desire  to  continue  your  remarks  at  the  next 
meeting? 

IVIr.  Warner.  I think  I hiul  better  do  so. 

The  Chairman.  Then  the  committee  will  now  stand  adjourned  until 
the  next  regular  meeting  of  the  committee,  when  Mr.  Warner  will  con- 
tinue his  remarks. 

Thereupon  the  committee  adjourned. 
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Committee  on  1>anking  and  Cedeency, 

Tne-sdai/,  Fcbntai'jf  12^  1S9I. 

Tlie  Coiniiiittoe  on  Danking;  and  CumMicy  tins  day  met,  lion.  Wil- 
li iiu  M.  Spviiigei'  ill  tlie  eliair. 

Hon.  John  De  Witt  Warner,  a lleprescntative  tVoni  tlie  State  of 
x'  CM'  York,  ap]teai’ed  before  the  eonimittee  in  eontinuation  ol  his 
r ‘marks  in  advocaeyof  II.  K.  551)5. 

Mr.  Warner  then  addressed  the  committee;  he  said: 

Mr.  Chairman  and  gentlemen  of  the  eonimittee:  I have  already 
r ‘ferred  to  the  general  dill'erence  between  the  bill  proposed  by  myself 
a ad  the  draft  proposed  by  the  subcommittee  on  tlie  one  hand  and  the 
bill  proposed  by  51  r.  Cox\m  the  other.  There  have  been  two  other 
hills  discussed  before  this  committee,  one  being  that  of  the  chairman. 

In  view  of  the  very  full  discussion  which  that  has  had  it  may  be  projier 
t ) say  that  this  bill  is,  nearly  as  may  be,  a counterpart  of  the  bill  pro- 
1 osed  by  the  chairman,  proceeding,  as  it  does,  upon  a directly  opposite 
\ rinciple. 

The  bill  proposed  by  the  chairman,  as  he  very  fully  explained,  for 
example,  was  based  uixm  the  assumption  that  it  is  the  duty  ot  the 
( rovernment  to  provide  a currency  for  the  people,  not  merely  to  coin 
1 loney— as  to  that  he  and  I will  agree— but  to  supply  paper  ciu-rency, 
a currency  which  does  not  work  out  its  own  redem})tion  as  coin  does. 

^ Liiother  princiiile  suggested  by  him  and  v orked  out  thoroughly  in  his 
fill  is  that  the  supply  of  currency  and  the  administration  of  the  cur- 
idiicy  system  is  not  necessarily  or  even  desirably  connected  with  any 
] articular  kind  of  business  whatever,  has  no  necessary  connection 
\'ith  discounts  and  deposits  or  the  other  classes  of  what  are  called 
I anking  business;  and  also,  it  being  the  duty  of  the  Government  to 
] rovide  a currency,  and  this  having  no  particular  connection  with  anj^ 
e ther  sort  of  business,  that  it  is  proper  for  Congress,  and  indeed  the 
( uty  of  Congress  to  undertake  such  details  of  administration  as  it 
I lay'^  consider  necessary  to  insure  a sate,  an  abundant,  and  a satis- 
t ictorv  supply  of  currency. 

This  bill  is'based  upon  the  opposite  assumption;  that  it  is  not  the 
business  of  the  Government  to  supply  note  currency  any  more  than  it 
i 5 the  business  of  the  Government  to  supply  our  daily  bread.  This  bill 
i?  based  upon  the  principle  that,  instead  of  note  currency  having  no 
(onnection  with  banking  business,  it  has  no  business  to  exist  except 
i s an  incident,  not  necessarily  of  business  transacted  by  a bank,  but 
( f the  general  kinds  of  business  the  greater  part  of  which  we  ordi- 
1 arily  term  banking  business.  My  bill  is  also  based  upon  the  principle 
1 hat,‘instead  of  its  being  the  Government’s  business  to  attend  to  every 
( .etail  of  management  of  our  currency  system,  the  best  thing  the  Gov- 
( rnment  can  do  is,  generally  speaking,  to  let  it  alone. 

In  my  bill  no  attempt  has  been  made  to  meet  all  the  exigencies  and 
< onditions  which  may  arise  in  the  development  and  use  ol  a currency 
i ystem.  It  is  based  upon  the  assumption  that,  if  we  should  repeal 
( very  law  in  regard  to  the  matter,  this  country  would  probably  go  on 
iiiul  have  a pretty  good  bank-note  currency.  The  only  reason  for  any- 
i dministrative  provisions  here — the  excuse  for  it,  indeed — is  this:  that 
1 he  ex]ierience  of  civilized  nations,  especially  those  most  nearly  like 
( urselves,  has  led  them  on  the  whole  to  do  their  business  with  refer- 
imce  to  note  currency  under  certain  restrictions  and  subject  to  certain 
I afeguards.  Unquestionably,  too,  in  view  of  the  thirty  years’  paralysis 
■ hat  our  State  banking  system  has  been  subjected  to,  we  have  no  right 
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to  assume,  and  it  would  be  false  if  we  did  assume  it.  that  our  State 
banks  are  in  a ]>ositiun  now  to  supjdy  juomptly  as  salt*  and  elastic  a 
bank-note  eurrcncy  as  if  they  luul  had  the  experience  and  develop- 
ment of  the  last  thirty  years  to  base  it  upon. 

Therefore,  though  I doubt  very  much  whether  any  advantage  to 
be  derived  from  any  ])articii>ation  by  the  Government  in  the  manage- 
ment or  supervision  or  use  of  the  bank  curi’ency  systcjn  is  sullicient  to 
outweigh  tlie  ])robablc  disadvantages  which  in  other  resi»ects  will  come 
from  anv  inti-rference  bv  the  Government  with  it,  vet  there  is  no 
<juestion  but  that  there  are  advantages  which,  for  the  present, 
will  come  from  having  tlie  system  start  out  under  such  uni- 
form, well-known,  and  well-established  conditions  as  shall  enable 
those  who  have  no  means  of  keo]ung  track  of  different  systems 
and  those  who  are  not  qualified  to  weigh  the  advantages  of  ditVerent 
plans — and  they  constitute  nine  hundred  and  ninety-nine  onc-thou- 
sandths  of  our  people — to  have  at  the  start  a contidcTice  that  conies 
from  knowing  that  the  system  they  are  asked  to  test  is  the  result  of 
the  best  experience  of  other  countries  under  similar  conditions.  And 
therefore  the  inovisions  of  this  bill  are  merely  an  attem]>t  to  make  our 
Government  serve,  not  control,  the  note-currency  system  we  pro])ose, 
and  to  provide  at  the  start  such  safeguards,  a limited  number  of  them, 
as  it  may  be  assumed  each  State  would  immediately  or  very  soon  adopt 
for  itself  in  some  shape  or  other. 

It  is  an  attempt  on  the  jiart  of  the  Government  to  do,  more  cheaiily 
and  more  advantageously  for  each  State  than  it  could  do  for  itself,  some- 
thing that  it  must  be  assumed  to  want  done,  either  by  itself  or  otherwise. 
In  other  words,  the  analogy  between  the  sj^stem  I pnqiose  and  the  post- 
ollice  is  perhaps  the  most  plain  one.  There  is  no  (piestion  but  what  every 
man  around  this  table,  no  matter  what  his  party,  would  immediately  rise 
in  strong  opposition  to  our  Government  controlling  in  any  manner  the 
kind  of  news  or  the  kind  of  correspondence  or  the  sort  or  the  amount 
of  business  that  should  be  facilitated  by  the  post  oftice;  and  yet  there 
is  probably  not  a man  around  the  table  who  does  not  recognize  the 
universal  desire  on  the  part  of  every  civilized  man  for  facilitiesof  commu- 
nication with  his  fellows,  and  who  will  not  agree  with  me  that  the  post- 
office  simply  does  just  what  each  individual  is  certain  to  want  done 
more  cheaply  for  each  individual  than  he  could  do  it  for  himself.  That 
is  the  princijile  and  only  ininci’ple  u])on  which  1 can  for  a moment  jus- 
tify any  even  ministerial,  as  distinguished  from  political  or  economic, 
supervision  by  our  Government  of  a State-banking  system. 

Yow,  bi  ielly  to  refer  to  the  bill  of  51r.  Walker,  1 nmlerstand  that  the 
difference  between  the  bill  rei)orted  by  the  gentleman  from  5Iassachu- 
setts  and  the  one  reported  by  myself  is  this:  1 believe  the  gentleman 
from  51assachusetts  agrees  with  me,  although  1 do  not  intend  to  sj>eak 
for  him,  in  the  business  principles  u])on  which  note  currency  can  be 
most  safely  su])plied,  floated,  and  redeemed.  He  differs  with  me  in 
the  extent  to  wliich  the  details  of  administration,  not  economic,  should 
go.  He  goes  further  than  do  1 in  committing  administrative  detail  to 
the  Federal  Gov’ernment.  1 do  not  understand  that  there  is  any  very 
scritius  difference  between  the  gentleman  from  5Iassachusetts  and 
myself  as  to  the  iiroper  basis  of  a currency. 

5Ir.  Johnson,  of  Indiana.  That  is,  he  believes  too  much  in  the 
paternity  of  tin*  Government,  according  to  your  theory’? 

Mr.  Warner.  He  agrees  with  me.  as  I understand  it,  that  the 
currency  business  should  be  left  to  run  itself  as  an  incident  of 
other  business  with  which  the  Government  has  nothing  whatever  to 
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c o;  he,  however,  sees  no  objection  to  carrying  the  administrative  assist- 
t nee  of  the  Federal  Government  down  to  matters  of  detail 

Mr.  .loiiNSON,  of  Indiana,  And  that,  you  tliink,  is  unwarrantable? 

Mr,  Warner — to  a point  which,  I tliink  as  a matter  of  policy,  is 
1 uwarrantable.  As  I understand  it  he  protests  as  strongly  as  I do 
£ gainst  the  Government  atteinjiting  to  regulate,  in  a political  way,  or 
c veu  in  a general  economic  way,  the  supply  of  currency.  There  are 
some  features  in  his  bill  which  might  suggest  much  more  radical  dif- 
fn-ences  such  as,  for  example,  those  providing  for  legal  tender,  but, 
{1  s I understand  the  gentleman  from  Massachusetts,  that  is  simply  a 
c oncession  to  his  own  party  friends. 

The  first  paragraph  of  the  bill  I have  introduced  provides  for  the 
r jpeal  of  all  acts  or  parts  of  acts  imposing  a tax  of  ten  per  centum  on 
r otes  of  State  banks  and  State  banking  associations,  or  of  national 
tanking  associations,  when  issued  under  the  provisions  of  this  act. 
I a other  words  this  bill  does  not  attempt  to  wipe  from  our  Federal 
s:atutes  all  traces  of  what  I consider  unwarrantable  interference  on  the 
I art  of  the  Government  with  the  banking  system;  it  simply  rei)eals  so 
much  of  that  legislation  as  applies  to  State  banks,  State  banking  asso- 
c atious,  and  national  banking  associations,  when  acting  under  this 
a ct. 

Mr.  Hall.  Do  you  use  the  words  “banking  business”  to  mean  the 

I ower  of  issuing  currency.  Just  a moment  ago  you  used  them  in  that 
c mnection  to  mean  the  power  of  issuing  currency  ? 

Mr.  Warner.  I do  not  remember  to  have  used  it  just  in  that  con- 
n ection,  but  I would  hardly  want  to  say  that,  when  I use  the  words,  I 

II  ean  to  limit  them  as  narrowly  as  that,  because  the  legitimate  issue  of 
c in  ency  seems  to  me  to  be  an  incident  of  what  may  be  called  the 
bulking  business,  though  not  necessarily  business  transacted  exclu- 
s vely  through  a bank. 

Mr.  Johnson,  of  Indiana.  I do  not  understand  the  meaning  of  this 
Si  iction  exactly.  It  repeals  all  acts  and  parts  of  acts  imposing  a tax  of 
1 ) per  cent  on  national-bank  associations,  either  when  used  for  circu- 
li  tion  and  paid  out  or  when  used  for  circulation  or  paid  out 

Mr.  Warner.  Mr.  Chairman,  the  peculiar  phraseology  of  the  first 
p iragraph  is  due  to  the  peculiar  phraseology — and  to  some  extent  the 
ii  congruous  phra.seology— of  the  different  acts  now  upon  the  statute 
b loks  relating  to  the  subject.  I have  endeavored  in  the  rejieal  clause 
t(  I include,  as  for  as  possible,  the  provisions  of  the  several  acts,  and  the 
r«  suit  is  not  a very  happy  one,  though  not  my  fault,  I hojie. 

Mr.  Johnson,  of  Indiana.  I do  not  understand  that  there  is  any  tax 
ii  iposed  by  the  present  law  upon  any  national-banking  association. 

Mr.  W arner.  I beg  the  gentleman’s  pardon.  T'he  present  law  imposes 
a tax  upon  any  notes  of  any  national  bank  unless  issued  in  accordance 
with  the  national-banking  act. 

Mr.  Johnson,  of  Indiana.  That  is  in  the  existing  national-bank  act? 

Mr.  Warner.  Yes. 

Mr.  Cobb,  of  Alabama.  If  you  impose  a tax  upon  certain  banks  and 
not  upon  others  then  the  tax  is  not  uniform. 

Mr.  Warner.  This  bill  imposes  no  tax  upon  any  banks. 

Mr.  Cobb,  of  Alabama.  That  is  to  say,  because  the  United  States 
ci  ashed  out  the  banks  by  a tax  that  therWore  tliere  are  no  baidcs? 

Mr.  Warner.  Yo;  this  repeals  the  tax  as  to  every  bank  which  has 
b(  en  “crushed  out”  by  the  U.  !:5.  Government. 

Mr.  Johnson,  of  Indiana.  This  does  not  repeal  the  tax  now  imposed 
by  the  law  of  the  United  States  upon  any  person  or  individuals  oper- 
al  ing,  except  such  as  are  operating  by  virtue  of  the  law  of  a State  ? 
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Mr.  Warner.  You  are  right. 

Mr.  Johnson,  of  Indiana.  You  have  gone  somewhat  into  the  discus- 
sion of  this  in  vour  bill  here  and  also  during  the  other  discussions  we 
have  had  before  this  committee,  but  now  tell  me  why  you  opi»ose  the 
unconditional  repeal  of  the  tax  upon  State  banks? 

Mr.  Warner.  The  reason  is  this:  Under  our  present  national-bank 
act,  if  unconditional  repeal  was  had  simply  of  the  lU  per  cent  tax 
against  State  banks  or  banking  a.ssociations,  then,  since  in  several  of 
the  States  there  are  ab.solntely  no  banks  except  national  banks  which 
wmnld  then  be  able  to  issue  any  currency  whatever,  and  ahso  becau.st* 
in  the  States  where  State  banking  systems  were  the  strongest,  the  old 
strong  Statebanks  have  taken  national-bank  charters;  therefore,  simple 
repeal  will  still  leave  incapable  of  assisting  to  furnish  a safe  and  elastic 
currency  the  only  banks  wddeh  in  some  States  could  do  so,  ami  in  most 
of  the  States  the  greater  number  of  banks  which  are  in  the  best  con- 
dition, both  as  regards  .soundness  and  experience,  for  doing  so. 

Mr.  Johnson,  of  Indiana.  Will  not  national  banks  surrender  their 
charters  under  the  national-bank  law  and  accept  clrarters  under  this 


law? 

i\lr.  Cox.  What  is  to  prevent  other  companies  from  establishing 
banks,  if  you  repeal  the  act  ? 

Mr,  Warner.  I will  answer  the  two  questions  together.  There 
would  be  nothing  to  prevent  the  surrendering  by  national  banks  of 
their  charters  and  going  back  again  under  State  laws,  but  there  are 
great  objections  to  forcing  them  to  do  so — the  great  conservatism  of 
business  institutions,  the  expense  involved  in  doing  it,  and  the  real  loss 
which,  e.specially  in  their  opinion,  coimists  in  the  parting  with  the  good 
will  that  always  attaches  to  an  institution,  unchanged  in  status  and 
name,  that  has  won  for  itself  a good  reputation.  So  much  for  that. 
And  in  great  States  like  Texas,  like  Illinois,  and  like  ilissouri,  their 
constitution  or  organic  law  is  in  such  shape  that,  even  if  the  national 
banks  could  take  out  State-bank  charters,  they  could  not  even  then  issue 
any  bills. 

Sir.  Johnson,  of  Indiana.  The  necessary  effect,  then,  of  this  bill  is  to 
create  different  kinds  of  banking  institutions? 

Mr.  Warner.  It  is  to  establish  a new  system. 

Mr.  Johnson,  of  Indiana.  Instead  of  preserving  a uniformity  it  will 
have  a contrary  effect,  necessarily,  according  to  your  own  statement? 

Mr.  Warner.  It  establishes  one  new  system;  as  hmg  as  the  national- 
bank  system  continues,  it  may  be  .said  to  be  an  additional  system. 

Mr.  Johnson,  of  Indiana.  According  to  this  theory  the.  national 
banks  would  not,  in  those  States  which  you  have  mentioned,  go  out 
and  take  charters  under  the  new  sj'stem  ? 

Mr.  Warner.  They  might  not  immediately  do  so. 

Mr.  Cobb,  of  Alabama.  In  that  connection  I want  to  ask  your  objec- 
tion to  the  existing  systems  of 

Mr.  Johnson,  of  Indiana.  Are  those  the  only  objections  you  have 
to  the  unconditional  repeal  of  the  tax  of  10  i)er  cent  uiion  the  State- 
bank  circulation  ? 

Mr.  Warner.  Mr.  Cobb  some  minutes  ago  asked  the  question  if  I 
wanted  to  favor  exi.sting  institutions,  and  I will  say  to  him  very  frankly  I 
do.  I always  expect  to  be  in  favor  of  exi.sting  institutions ; and  I believe 
that,  as  far  as  jmssible,  what  we  should  attempt  to  do  is  to  facilitate  the 
development  of  existing  imstitutions  under  existing  conditions  rather 
than  attempt  any  legislation  which  will,  to  any  extent  that  can  be 
avoided,  interfere  with  existing  institutions,  to  build  up  new  ones. 
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Mr,  Cobb,  of  Alaltaina.  In  that  coimoctioii  your  point  made  there 
•v^as  you  are  o]>])osed  to  the  repeal  of  the  State  hank  tax  heeause  eer- 
t.  iin  States  in  the  T'nion  had  constitutional  inhibitions  a.q,ainst  the  estab- 
lishment of  State  Ismks;  that  is  one  reason,  and  yet  your  very  bill 
provides  for  a system  which  could  not  be  established  in  ^Missouri  and 
ill  tl  ese  other  States  where  the  constitutions  prohibit  them. 

IVlr.  Wakkek.  1 bep:  the  eentU>niaifs  pardon.  This  bill  i>rovides  for 
a system  which  could  jro  into  operation  to-morr<»w  in  the  States  of  Mis- 
s )uri.  Texas,  and  Illinois,  no  matter  whether  they  permitted  their  Slate 
b inks  to  issue  currency  or  not. 

Mr.  (^OBB.  ol’  Ahibama.  Ibit  they  would  not  be  iiowerless  to  prevmit 
t lose  under  a State-bank  charter;  you  mean  under  a national-bank 
ciavter? 

Mr.  AVabneb,  I appreciate  the  gentleman's  suggestion.  It  is  a fact 
t lat  as  regards  the  States  of  Texas,  of  Missouri,  and  Illinois,  and 
others  similarly  situated 

Mr.  Johnson,  of  Indiana.  IIow  many  more  are  there? 

Mr.  Wabneb  (continuing) — this  act  does  give  an  immediate  and 
A aluable  franchise  to  national  banks  in  those  States,  in  wliiidi  no 
other  instiiutions  in  those  States  have  at  present  any  opi>ortuiiity  of 
s baring.  If  1 were  a citi/eii  of  Texas,  Missouri,  or  Illinois  I should 
fjel  it'mydiity  to  call  the  attention  of  the  legislature  to  that  and 
( emand  that  the  tiiianciers  of  those  communities  should  be  given  a chance 
1 1 take  aitvantag«  of  this  without  conpilying  with  the  provisions  of  the 
1 atioiial-bank  act:  but  as  long  as  those  states  chose  to  keep  tlieir 
i istitutions  from  sharing  the  beiielit  of  this  act  that  would  be  their 
f wn  lookout. 

Mr.  Cobb,  of  Alabama.  AATmld  it  not  be  the  same  thing  if  you  should 
ippeal  the  10  per  cent  tax  nneondiiioually  and  then  call  upon  those 
States  to  take  advantage  of  it  in  the  way  you  suggest? 

Mr.  Johnson,  of  Indiana.  According  to  your  theory  there  would  not 
I e anv  great  necessity  for  speed  in  changing  the  constitution  ot  those 
I fates  which  inhibit  these  State  banks,  because  you  say  conservative 
I nsiness  would  not  desire  to  make  a sudden  change. 

Mr.  Warner.  Xo:  there  would  probably  be  no  great  haste  in  chang- 
i.ig  ’he  system:  and  that  would  be  because  tiie  national  banks  now  in 
those  States  possess  in  large  measure  the  confidence  of  the  people  of 
those  States  and  would  su])ply  in  ]>art  at  least  the  immediate  demands 
< f those  States  for  a safe  and  elastic  currency.  That  answers  the  sug- 
gestion of  the  gentleman  from  Alabama.  It  is  true  we  might  pass  an 
i ct  in  such  shape  as  practically  to  choke  the  people  of  Missouri,  'iexas, 

: nd  Illimas  into  changing  their  constitutions  as  a condition  of  receiving 
1 he  benefits  of  this  act;  but  my  idea  is  rather  to  let  them  change  their 
I onstitutions  whenever  they  please,  and  that  no  act  we  shall  ]>ass  should 
i »e  such  as  will  coerce  thenn  If  they  wish  to  take  advantage  of  it  well 
!.nd  good;  if  they  do  not,  then  well  and  good,  too. 

Mr.  Hall,  ^^uppose  they  do  not  take  advantage  of  it,  would  not 
here  be  a tendency  upon  the  part  of  those  States  that  did  avail  them- 
I. elves  of  it  to  try  to  get  out  all  the  currency  they  could  under  the  cir- 
. urn  Stances,  and"  make  competition  to  furnish  other  States  with  the 
>est  currency. 

Mr.  AV ABNER.  Unquestionably,  and  that  is  one  reason  why  it  is  not 
worth  while  to  coerce  them. 

Mr.  Hall.  I want  to  ask  another  question,  and  that  is  this:  You 
niow  that  there  is  an  objection,  not  in  my  mind,  but  an  objection  1 
lave  heard  urged  in  a thousand  dili'erent  instances  by  the  i’opulist 
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class  of  the  Ignited  States.  A'ou  will  fiinl  the  Toimlists  are  all  opposed 
to  State  currency,  or  ojiposed  to  any  kind  of  currency  except  a cur- 
rency issued  by  the  national  Government,  and  the  aignment  they 
bring  against  tliat  is  that  the  minute  you  divest  the  i>ower  of  issuing 
money  from  the  national  Government  where  the  iieojile  have  control 
of  it,  and  vest  it  in  banking  institutions  at  once  the  banking  institu- 
tions orgaidze  and  form  a syndicate  and  will  decrease  the  volume  of 
the  currem-y  and  bring  aiiout  a corresponding  decrease  of  the  i>rice  of 
the  imxlucis,  and  then  buy  uj)  their  products,  etc.  That  argument  I 
do  not  recognize  has  any  sense  in  it  for  the  reason  that  it  is  based 
upon  a false  in  iuciiile,  but  I would  like  now  for  you  to  meet  that. 

Air.  AVarner.  The  terms  ujion  which,  in  any  State,  local  institutions 
are  to  be  allowed  to  take  advantage  of  this  projiosed  system  is  left 
exclusively  to  the  legislature  of  that  State,  and  hence  it  would  be 
entirely  comiietent  for  the  ]»eo])le  of  any  State  to  afibrd  such  facilities 
and  to  ofi'er  such  inducements,  or  on  the  other  hand  to  impose  such 
ri'strictions.  as  in  their  mind  would  head  otf  monopoly,  ami  see  to  it 
that  they  are  siqiplied  with  an  abunilant  supply  of  currency. 

Air,  Johnson,  of  Indiana.  Is  it  your  contenqilation  that  in  the  course 
of  time  the  national  banks  really  would  surrender  their  charters  and 
this  constitutional  iirovision  prohibiting  State  banks  would  be  changed, 
repealed,  and  that  the  local  banks,  which  1 take  is  the  aim  of  your  bill, 
would  siqtersede  tV.em? 

Air.  AVarner.  I have  no  hesitation  in  answering  that  the  business 
common  sense  of  this  country  will  turn  out  to  be  much  more  true  to  its 
interests  than  will  any  prediction  or  supposition  I may  make.  I believe, 
however,  that  the  result  will  be  this:  A large  proportion  of  the  national 
banks,  especially  those  which  do  not  depend  in  a large  measure  upon 
their  circulation,  will  continue  at  least  a generation,  jiossibly  for  two 
generations,  to  act  under  tl;e  national-banking  act ; but.  in  so  far  as  con- 
cerns national-bank  circulation,  in  all  lu’obability  it  will  slowly  dwindle, 
unless  conditions  of  war  or  conditions  of  panic  or  such  extraordinary 
business  prospeiaty  shall  ensue  as  shall  continue  the  iuducement  to 
issue  currency  under  the  natmnal-bank  act. 

Air.  JoHNsI-N,  of  Indiana.  The  unconditional  repeal  of  the  tax  on 
State-bank  circulation  would  not  interfere  iii  those  States  which  have 
constitutional  prohibition:  it  would  leave  them  to  go  ahead  under  the 
national  bank  act? 

Air.  \\’'arner.  Cert.iinly. 

Air.  Johnson,  of  Indiana.  Then,  the  reason  you  gave  for  not  provid- 
ing for  the  unconditional  repeal  would  not  apply? 

Air.  AA’abner.  I beg  your  pardon.  They  could  still  go  aliead  under 
tlie  national-bank  act,  but  they  coidd  not  take  advantage  of  this  act 
which  offers  oj)portunities  and  inducements  for  a safe  and  elastic  cur- 
rency, which  the  national-baidv  act  does  not  ofi'er. 

Air.  Johnson,  of  Indiana.  But  they  could  get  the  advantage  just  as 
qiiick  that  way  as  the  other;  they  would  have  to  repeal  the  constitu- 
tional inhibition? 

Air.  AA’arner.  Xot  the  slightest;  the  national  banks  do  not  depend 
upon  the  State  law,  and  are  not  afiected  by  State  constitutional  pro- 
visions with  reference  to  State  institutions. 

Air.  Cox.  I want  to  draw  your  mind  to  this  proposition.  Take  the 
State  ot  Alissouri  or  auy  one  of  those  States.  You  adojit  your  law  and 
the  national  banks  in  the  State  of  Alissouri  want  to  get  the  advantages 
of  the  in-ovisions  of  your  law.  Xow,  will  you  tell  me  exactly  what 
advantages  that  bank  would  get  under  your  law  in  those  States  which 
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t does  not  already  have  under  the  national-hank  act?  Of  conrse  I 
indcrstand  yonr  lav  in  one  respect;  at  the  outset  in  furnishing  The 
>ecnrity  for  circulation  I nnderstand  tliat  it  is  ditl'erent  from  the 
lational  bank  lav;  bnt  after  it  has  done  that,  vhat  other  advantage 
loes  it  get  nnder  yonr  lav  vhich  it  doe«  not  have  under  the  present 
janhing  lav  of  the  United  ^States? 

Mr.  Warnek.  I do  not  entirely  understand  the  question  of  the  geu- 
leinan. 

Mr.  Cox.  Let  me  make  it  clearer,  if  you  ]>lease.  In  those  States 
vhich  have  provisions  against  the  issue  of  cei  tain  circulation  the  only 
;hing  your  bill  can  affect  are  national  banks. 

Mr.  Warner.  And  such  other  banks  as,  by  their  free  vill,  the  peo- 
ple of  the  States  shall  al  tervards  ])crmit. 

Mr.  Cox.  I am  piitting  my  ([uestiou  on  the  basis  of  existing  lav. 
[t  simply  nov  confers  some  bench ts  u])on  the  national-bank  system. 

Mr.  Warner.  Certainly. 

Mr.  Cox.  IJecause  if  it  did  not,  it  vould  not  affect  it  at  all.  !Nov, 
hen,  I vant  to  kiiov  what  a<lvantages  or  vhat  privileges  do  the 
lational  banks  get  in  the  States  of  iNIissouri.  Illinois,  or  other  States 
hat  thev  do  not  alreadv  have  under  the  national  bank  lav. 

*'  -w.  *■ 

Mr.  Warner.  The  privilege  of  issuing  under  terms  vhich  do  not 
compel  them  to  provide  Government  bonds. 

Mr.  Cox.  I see  that. 

3Ir.  Warner.  And  the  privilege  of  issuing  without  a special  tax 
if 

Mr.  Cox.  You  mean  one-fourth  of  1 per  cent. 

Mr.  Warner — practically  1 ]>ercenta  year  on  the  circulation.  Those 
Ti'e  the  two  principal  i)oints.  They  could  act  with  greater  facility  and 
)romptness  and  at  a less  expense. 

Mr.  Cox.  Your  first  point  is  that  they  get  a circulation  upon  a dif- 
ferent security? 

Mr.  Warner.  They  vill  have  better  facilities  to  get  circulation. 

Mr.  Cox.  Second,  the  tax  on  tiie  circulation  is  repealed  ! 

Mr.  Warner.  And  they  vill  have  less  exp»‘iise  in  getting  the  circu- 
ation. 

Mr.  Johnson,  of  Indiana.  You  were  asking  about  States  vhich  have 
io  constitutional  prohibition '! 

Mr.  Cox.  I asked  about  the  States  vhich  have  a constitutional  pro- 
libition.  I vant  to  see  vhat  benefit  a bank  gets  under  this  law  in 
hose  States.  fN^ov,  that  is  the  benefit  derived  by  national  banks  in 
.hose  States  that  have  a constitutional  xtrohibitiofi,  and  those  are  all 
he  ad^^antages  that  any  national  bank  can  get  under  your  lav,  Avhether 
:here  iS  a itrohibition  in  the  State  or  not! 

Ml*.  Warner.  That  is  all. 

Mr.  II ALL.  There  is  another  constitutional  inhibition  existing  which 
>’0u  vill  find 

Mr.  Warner.  Please  wait  a moment.  Last  summer  we  had  a strin- 
gency of  money,  and  money  was  worth  almost  anything  you  could 
•barge  for  it.  It  was  very  im|>ortant  to  the  people  that  that  vant 
diould  be  suxqilied.  The  national  banks  started  in  to  supidy  it  and 
lid  their  best,  but  as  an  actual  fact  their  circulation  did  not  increase 
:o  any  extent  until  after  the  want  was  over,  and  then  it  grew  so  rap- 
dly  when  it  was  not  vaiited  that  “■the  last  state  of  that  man  was 
A orse  than  the  first.”  Under  the  system  now  proposed  currency  could 
je  l>romi)tly  supitlied  to  relieve  a community. 
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The  CiiAiR:\rAN.  P>y  the  deposit  of  securities? 

Mr.  Warner.  Without  any  special  security  at  all.  If  a bank  for 
exanqde  had  >!1,(H)0,00U  caiutal  it  <‘ould  issue  8750, OUO  as  quickly  as 
the  Conqitroller  had  the  notes  printed. 

The  Chairman.  As  soon  as  this  bill  was  passed  a bank  with  a million 
dollars  capital  would  simply  write  to  the  Comptroller  and  state  that  it 
desired  to  make  ap}dication  to  issue  currency  under  this  law.  and  if  lie 
vould  approve  of  it,  he  would  send  theiu  notes  to  the  amount  of 
8750,000,  And  there  would  be  nothing  more  to  do  except  the  signing  of 
the  ofiicials’  names  to  it.  Xow  they  would  luit  tliese  notes  in  the  vault, 
and  whenever  anybody  wanted  to  borrow  money,  or  when  there  was 
any  stringency,  and  they  wanted  to  get  it  out,  they  would  lend  it  out! 

Mr.  Warner.  Exactly;  subject,  of  course,  to  tlieconditions  inqjosed, 
which  involve  no  unnecessary  delay  or  expense. 

Mr.  Hall.  I do  not  know  how  the  constitutions  of  the  States  of 
other  members  of  this  committee  read,  but  here  is  a provision  in  y*)ur 
law  in  the  second  subdivision  of  the  second  section  making  the  stock- 
holders doubly  liable — that  is,  a double  liability  clause.  Yow.  there  is 
a clause  in  the  constitution  of  our  State  vhich  ])rovides  that  there 
shall  be  no  double  liability  of  any  stockholder.  There  is  a constitu- 
tional inhibition  against  it,  abolishing  any  power  of  the  legislature  to 
make  a law  to  create  a double  liability  on  a stockholder.  Yow,  1 do 
not  know  how  the  constitution  of  other  ^ates  read,  but  I expect  that 
upon  examinati(m  you  will  find  half  of  the  States  of  the  L'liion  have  a 
constitutional  inhibition  against  a double  liability  on  the  stockholders. 

Mr.  Warner.  Mr.  Chairman,  my  answer  to  that  would  be  this:  In 
the  first  place,  I think  the  gentlemen  is  mistaken.  I think  the  tendency 
in  most  States  is  towards  an  increased  liability  of  stockholders  and 
towards  i)erhaps  a 

Mr.  Hall.  It  does  not  apply  to  banks  solely,  but  all  corporations. 

Mr.  Warner.  I understand,  and  if  the  laws  of  any  State  are  in  such 
a condition,  and  that  State  wishes  to  keep  them  in  such  a condition,  as 
not  to  permit  the  capital  within  the  State — the  institutions  of  its 
State — to  take  advantage  of  this  act,  it  is  far  from  my  intent  to  coerce 
them  ; that  is  their  business. 

Mr.  Hall.  How  is  the  law  in  Yew  York! 

]VIr.  Warner.  There  would  be  no  trouble  about  the  law  in  Yew  York. 

The  Chairman.  I want  to  ask,  assuming  a bank  is  organized  in  the 
State  of  Yew  York  with  a capital  of  a million  dollars  and  that  stock 
has  all  been  ])aid  out  under  the  law  which  makes  the  stockholders 
liable  sinq)ly  for  the  stock  out,  now  can  you  make  those  stockholders 
liable  for  an  amount  equal  to  that  which  is  a double  liability,  we  vill 
say,  without  the  consent  of  every  stockholder  by  a reorganization  of 
the  whole  bank.  How  can  you  make  a bank  liable  when  they  have  not 
agreed  to  be  liable? 

Mr.  Warner.  That  is  a very  proper  question.  This  act  applies  only 
to  associations  other  than  national  banks.  As  to  these  other  institutions, 
there  would  have  to  be  legislation,  upon  such  terms  as  it  is  ordinarily 
had  in  changing  the  corporate  constitution  of  a bank.  In  mir  State, 
however,  every  charter  is  granted,  with  an  ex|)ressed  reservation  of 
the  absolute  power  of  the  legislature  to  alter  and  amend  its  charter  at 
any  time. 

The  Chairman.  By  the  legislature,  but  not  by  Congress? 

Mr.  Warner.  Precisely.  Yov,  this  act  xirovides,  so  far  as  tlie  mat- 
ter to  which  you  refer  is  concerned,  that  it  shall  be  provided  for  by 
State  law.  There  are  two  reasons  why  I left  it  in  that  shape.  In  the 
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first  ]ilacc  I do  not  believe  in  passing  Federal  aetsi>raetically  to  coerce 
baidcing  system:',  1 believe  in  giving  them  op]»ortuiiities  ami  in  letting 
tliem  take  advantage  of  tbem  if  they  pleas(>;  and,  sec»»nd,  I liave  drawn 
tliis  act,  so  tar  as  possible,  to  avoid  the  question  of  jurisdiction  between 
State  and  Federal  courts. 

:Ur.  Cox.  That  was  tlie  dilliculty  you  had. 

l\Ir.  W ABNER  (continuing).  And  by  simply  providing  this  prerequi- 
site there  is  left  no  possiliility  of  any  (luestion  as  to  the  right  of  the 
State  court  to  enforce  the  preierence  given  as  well  as  the  double  liabil- 
ity of  shareholders. 

The  CtiAiKMAN.  How  would  the  note  holder  enforce  any  individual 
liability? 

]Mr.  Wakneb.  By  suit  in  the  courts. 

The  CiiAiBtMAN.  Each  mau  by  himself? 

?y[r.  AYabneb.  He  could  do  so.  But  the  States  all  have  lu'ovisions 
for  receivers,  joinder  of  all  interested  by  jnoceedings  in  equity,  etc. 
It  is  not  my  idea  for  one  moment  that  this  act  contains  or  suggests  all 
limitations^  safeguards,  etc.,  which  ought  to  be  thrown  about  any 
banking  system. 

Air.  Johnson,  of  Indiana.  You  leave  it  largely  upon  the  States? 

Air.  AVabneb.  A cs. 

Air.  Johnson,  of  Indiana.  Each  one  to  pass  its  mvn  laws? 

Air.  AA'abneb.  Precisely.  In  contiadistinct  ion  to  what  our  chairman 
calls  currency— that  is.  something  which  is  legal  tendei',  something 
which  is  separate  from  business,  something  which  the  Government  is 
to  see  to — the  currency  jHovided  for  in  this  act  is  simply  a series  ot 
bills  of  exchange  payable  to  the  bearer;  and  every  proviso  in  this  act, 
even  though  in  form  a limitation,  is  intended  rather  in  a legitimate 
way  to  tloat  the  currency  than  to  restrict  it. 

Air.  Russell.  Corporation  notes  which  would  circulate? 

Air.  AA'ABNEB.  AA'e  have  gotten,  Air.  Chairman,  into  such  a vicious 
method  of  thinking  as  regards  the  extent  to  which  we  are  dependent 
ui)on  Federal  Government,  that  we  do  not  stop  to  consider  as  to  whether 
hiAV  really  amounts  to  anything  or  not.  AVe  assume  that  any  Federal 
legislation  we  have  u])Oirthe  statute  book  is  effective;  and  we  believe 
that  some  terrible  thing  would  come  upon  us  if  we  did  not-have  it.  If 
we  found  a law  upon  the  statute  book  to  da\  permitting  the  i)eople  of 
the  United  States  to  breathe  as  often  as  they  jileased,  and.  ten  years 
herce  a revision  of  the  statutes  should  occur,  and  that  law  should  be 
left  out,  I am  greatly  mistaken  if  three-fourths  of  the  people  would  not 
howl  and  cry  that  tiie  peoi)le  of  the  United  states  were  being  lelt  to 
.suf  bcate.  As  long  as  that  feeling  remains,  as  long  as  we  think  we  are 
deimndent  upon  Federal  law,  we  have  got  to  go  slowly. 

Fow,  Air.  Chairman,  the  second  section  ofthoact  sinqdy  provides  in 
the  first  paragraph  that  the  institutions  which  issue  circulating  notes 
subject  to  the  succeeding  provisions  may  include  State  banks  and 
tstate  banking  associations — whenever  they  are  authorized  to  issue 
notes  by  the  laws  of  their  States— and  also,  without  relei  ence  to  local 
aul  horiity,  national  banking  associations.  The  first  eomlition  is  that 
the  notes  shall  be  printed  in  blank  by  theComptrolI<>r  of  the  Currency, 
and  it  is  provided  that  they  shall  be])rinted  in  such  sha])e  and  torm  as 
to  shoAV  Avhat  bank  issues  them,  the  State  it  is  in,  and  that  they  are 
issued  under  this  act.  The  object  of  that  is  not  to  restrict  the  cur- 
rency, but  rather  to  assist  its  circulation  by  a practical  guarantee 
against  counterfeits. 
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In  accord  also  with  the  uni\ersal  admission,  in  case  ot  not(*s  in- 
tended to  circulate  as  currency,  that  it  is  necessary  for  the  i)ublic  to 
be  informed  as  to  the  amount  ot  them  outstanding,  the  Coiiijuroller  ot 
the  Currency  is  to  registei'  these  notes  and  thus  proA  ide  again.'>t  o\ei- 
issue.  This  whole  paragraph  is  imrely  an  administrative  provision, 
assuming  what  I belicvi*  to  be  univers.illy  admitted  to  be  a mattei  ot 
fact,  that  these  are  services  which  should  be  ])erformed  by  .somebody  for 
each  bank,  that  they  are  .services  in  aid  of  and  not  in  restriction  of  cir- 
culation, and  whicTcan  be  performed  by  the  Comptroller  of  the  Cur- 
rency for  all  the  banks  at  a less  expense  to  each  than  it  could  be  done 

by  each  bank  for  itself.  • • a 

Air.  Cox.  I do  not  .see  that  there  is  a ])rovi.sion  tor  the  registration? 

Air.  AY  ABNER.  There  are  two  matters,  the  distinctive  paper  ami  regis- 
tration elsewhere  provided  for,  which,  perhaps,  should  be  put  in  that 
paragraph. 

The  Chairman.  AYhat  is  the  necessity  for  the  registration  when  you 
sinqily  limit  the  ainoiint  to  7o  per  cent  ot  the  cajiital  stork  ? 

Air.  Warner.  J’here  is  the  (piestion  as  to  what  notes  are  outstand- 
ing, and  their  redemption,  especially  when  notes  ot  banks  Avhich  have 
gone  out  of  existence  come  in  and  they  have  to  be  redeenu-d. 

The  Chairman.  That  is  merely  a record  of  the  transactions  which 

takes  place  with  the  (iovernment? 

Air.  Warner.  xY  matter  of  bookkeeping.  Then,  too,  it  there  .should 
be  discovered  a peculiar  kind  ot  countevteit  you  can  (ionceive  that  it 
would  be  desirable  to  know  just  exactly  what  bills  were  outstanding 
which  were  subject  to  that  peculiar  risk  and  subject  to  the  peculiar 

kind  of  investigation  necessary  to  head  it  otf. 

The  Chairman.  The  object  of  that  provision  is  twofold — to  prevent 
the  bank  from  overis.suing  7.3  per  cent  of  the  cai»ital  stock  and  to  secure 
such  uniformity  in  the  apiiearance  ot  the  bills  as  would  prevent  coun- 
terfeiting? . . 1 

Air.  AY  ABNER.  Yot  merely  to  provide  again.st  its  overissue,  but  to 

provide  against  any  issue  that  is  not  publicly  known.  For  exami>le, 
if  some  bank  of  Alassachiisetts  that  has  a capital  of  •'S3.0(IO,OUO  should 
have  outstanding  only  100,000  of  currency,  then  even  in  the  most  troub- 
lous times— if  it  w.as  known  that  there  was  only  i^lOO.OOO  outstanding — 
an  Oregon  bank  would  not  hurry  to  .send  it  in  for  redemption ; wherea.s, 
if  the  same  bank  had  currency  outstanding  to  the  amount  of  three- 
fourths  of  its  capital  stock  there  would  be  a tendency  to  semi  it  in. 
A7ow,  while  in  my  view  it  is  better  that  currency  should  be  elastic, 
I do  not  conceive  that  it  is  our  business  here  to  prevent  a bank  from 
having  any  advantages  for  its  circulation  which  its  conservatism  may 

earn  for  it.  • , , , i, 

Air.  Black.  In  the  second  .section  of  this  bill  you  provide  ‘Hie  shall 

be  satisfied  that  it  has  made  adequate  and  convenient  provisions  for  the 
redemption  of  its  circulating  notes.”  AYhere  do  you  provide  for  the 
redemption  in  this  bill? 

Air.  AYabneb.  I will  take  that  up.  Under  paragra])h  second  it  is  pro- 
vided that  the  Comptroller  shall  not  deliver  these  notes  in  blank  unless 
he  shall  be  satisfied,  if  other  than  a national-banking  as.sociation,  that, 
by  the  law'  of  the  State  in  which  it  is  situate,  the  holders  of  the  circu- 
lating notes  issued  under  this  act  of  any  bank  or  banking  association 
have  the  first  lien  upon  the  assets  of  the  bank,  and  the  benefit  ot  the 
provision  for  double  liability  on  the  part  of  the  stockholders.  That  I 
have  already  touched  upon. 

Air.  Henderson,  of  Illinois.  From  what  are  you  reading? 


BANKING  AND  CURRENCY. 


ANakneie  On  pao-e  i>,  section  2,  I luiAe  referred  to  tlint  veiy 

.Mr.  Let  me  call  your  attention  to  this  point: 

to  tho  neye.ssar.v  cost  .m.l  cxj.enses  of  a.lniinisterin!?  tho  same  and  tint 

ho  share  mldc.'s  ol  every  such  hank,  or  hanks,  or  hankin-  LsociaUoIn’  are  K 
imlnuinall^  lehpoiiMhlo  lor  all  ol  the  outstantlin.ir  oimilation  i.sMilfd  under  this  act 
« .tell  to  .in  anionnt  eijiial  to  the  j.ar  value  of  tlie  shares  held  hy  him  tlierein.  ' ’ 

< 1-mIe  1''^  understand  that.  Is  tliat  what  you  call  tlie  double-liability 

Mr.  AA  ARNER.  Tlie  stockholder  is  liable  not  merely  to  lose  his  stock. 

I nt  also  to  beassses.sed  ni  addition  as  much  as  the  par  value  ol'the  stock 
• too-etlier  tyith  any  amount  not  jiaid  up  on  such  shares."  This  last  i.s 
t A provide  tor  cases  where  banks  are  or-anized  by  ].eople  subscribino- 

< ml  rheieln  makino-  themselves  liable  for  a certain  amount  of  stock  at 

1‘owever,  payino-  i„  their  subscription 
excejit  as  it  may  be  called  for.  * 

Xmv.  in  case  of  a national  bank  they  can  not  do  that.  Thev  can  not 
C O it  in  most  of  the  btates  to-day,  but  there  is  no  reason,  theoreticallv 
A hy  any  btate  m]<>-ht  not  see  lit  to  authorize  coipo  ations  to  exist 
r pon  that  plan.  It  has  certain  advantages,  even  as  regards  security 
a ml.  therefore,  in  order  to  make  the  matter  peiTectIv  clear,  it  is  n-ovidihl 
in  the  hrst  place  that  they  shall  be  liable  for  their  stock,  and  ii,  the 
s H*()iul  iimouiitol  any  uni)aid  snbscriidion  to  tlieir  stork 

a id  in  the  third  place  an  amount  in  addition  eipial  to  the  par  value  of 
tiat  stock.  Uiat  is  simply  to  inpiose  u]>on  them  tlie  same  resiiousibil- 
ilies  as  are  imposed  on  stockholders  in  national  banks  at  present 
a he  reasons  why  it  is  suggested  in  this  bill  that  this  should  be  pro- 
A .led  by  btate  law  is  particularly  to  a\-oid  coiitlict  of  iuri.sdictioii 
b ‘tween  J-  e.leral  and  State  courts. 

Now,  in  regard  to  jiaragraph  2,  and  the  condition: 

rimt  it  li.a.s  ina.lc  ailoMuate  ami  coiiveiiieiit  provisions  for  the  rcileinntion  of  it<. 

n culatin^  notes  to  be  issued  as  provided  in  this  act,  etc. 

I do  not  belicA-e,  on  the  one  hand,  that  there  is  any  State  in  the  Viiited 
S ates  At  Inch  Avill  permit  the  existence  of  a svsteiu  of  State  banks  to 
ism.‘  curreiny  which  Avouhl  not  provide  some  plan  of  r.-demption  Avhich 
AA  mid  be  practically  sufficient  .so  far  as  the  securitv  of  the  currenev  is 
c(  ncerned.  In  the  next  iilace  I do  not  believe  there  is  a single  State 
AA  lere,  eA'cn  it  this  was  left  unprovided  by  law,  the  banks  which  Avoiild 
is  me,  and  get  any  pimlits  out  ot  issuing,  currency  AAduId  not  as  the  first 
m .ans  of  getting  their  currency  atloat,  so  as  to  get  anv  profit  out  of  it 
m ike  satisfac-tory  arrangements  for  ade.piate  redeinption  facilities 
A Id.  third,  if  there  were  such  States  and  such  banks  I do  not  think 
the  jieople  in  any  locality  aa'ouI.1  be  fools  enough  to  touch  AAUth  a ten-foot 
p.  le  the  currency  of  an  institution  wliich  AA-ould  go  into  l.nsiness  with- 
er t making  .such  proAusion.  What  is  more,  1 have  no  .pie.stion  but  that 
IK  t meielj  aa  ill  the  banks  to  be  organized  under  this  act  come  up  to 
th  s provision,  but  1 belieAd  they  Avill,  of  their  own  accord,  arram-e  for 
much  more  elaborate  and  satisfactory  proAusion  for  redemption  a"t  cci- 
ta  n points  in  this  country  than  is  here  suggested.  The  object  of  this 
pr  ivision  IS  simply,  at  the  iuce].tion  of  the  sy.stem,  to  ].rovide,  in  a uni 
foiin  .sdiajie,  a redemption  ].rovision,  which,  being  looked  after  bv  the 
Cemptroiler  of  the  Currency,  will  sati.sfy  those,  lilce  the  gentlemairfroin 
( (innecticut.  who  have  very  little  faith  in  local  conditions,  but  who  have 
a f 1 <*at  deal  of  faith  in  anything  Avhich  tlie  Comptroller  of  the  Currency 
be  ng  a federal  oflicer,  has  attended  to. 
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Mr.  ITiVLL.  I do  not  think  you  can  say  that  the  peojile  generally  can 
be  relied  upon  to  iletect  l>ad  currency,  for  in  Indiana,  which  f sup])ose 
is  an  ordinarily  intelligent  State,  they  accepted  Confederate  money  the 
other  day,  so  a member  of  Congress  told  me. 

Air.  Johnson,  of  Indiana.  AVe  have  some  people  Avho  are 

Air.  Warner  (interiui)ting).  Air.  Chairman,  there  is  absolutely  noth- 
ing Ave  can  do  for  that  kind  of  people.  I Avould  giA*e  u])  that  Job  in 
advance. 

Asoav,  the  third  provision  of  this  section  is,  ‘‘that  the  amount  of  its 
capital  ])aid  up  and  then  unimjiaircd  is  not  less  than  ■*.')( i.Uno."  The 
amount  of  the  capital  may  be  much  more  than  but  it  must 

ha\'e  at  least  650,000  actually  ]iaid  up,  and  its  paid-up  capital  alone  is 
to  be  used  as  a basis  for  circulating  medium.  In  regard  to  national 
banks  the  minimum  capital  Avas  fixed  thirty  years  ago  as  650.000. 
Probably,  6loo,000  or  6I5(».000  Avould  be  a less  onerous  reepdrement 
to-day  than  650,00(»  wu'.  then.  I believe  it  is  in  accord  Avith  the  gen- 
eral comseiisus  of  opinion  of  the  ])eople  that  the  lea.st  capital  uiion 
Avhich  a banker  should  be  allowed  to  do  a currency  busin.'ss  is  650, OCO. 

Again,  each  bank  has  to  pay  the  sjiecial  expen.-'cs  Avhich  areproiierly 
chargeable  to  it,  as  di.stinguished  from  those  cliaigeable  to  the  system. 
AA’ith  a Amry  small  bank  the  spem'al  expenses  AAdiicli  AA’ould  be  necessary 
in  preparing  the  plates  and  attending  to  its  i.ssue.s,  etc.,  Avould  liecome 
quite  an  onerous  tax  upon  it.  It  Avould  be  a still  more  onerous  tax  it 
it  AA'as  left  to  attend  to  the  matter  itself,  and  it  Avould  be  still  less  able 
to  do  soil!  competition  Avith  larger  institutions;  so  as  a practical  measure, 
as  an  expression  of  Avhat  I bclicA’e  to  be  the  idea  of  ]»ropriety  through- 
out the  country  in  general,  and  also  recognizing  the  fact  that  by  force 
of  circumstances  Avhich  no  law  can  change,  a currency  issue,  Avhen  the 
expenses  of  proper  pi  ecautiou  are  taken  into  consideration,  is  not  ]irof- 
itable  unless  it  is  of  a certain  extent,  I ha\e  fixed  at  650,000  the  mini- 
mum of  capital  uiaou  Avhich  it  should  be  encouraged. 

Air.  Johnson,  of  Indiana.  I hax'e  forgotten  Avhat  is  the  smallest 
amount  authorized  under  the  national  bank  act .' 

Air.  Warner.  850,000. 

Air.  Johnson,  of  Indiana.  Your  proA'ision  is  the  same? 

Air.  AA'arner.  Yes. 

Air.  Hall.  It  is  dependent  upon  the  population  in  regard  to  the 
organization  of  a national  bank? 

Mr.  AA'akner.  I mean  that  that  is  the  smallest  amount  allowed.  As 
a matter  of  fa<‘t,  if  I Avas  the  czar  of  this  country  I should  put  it  at 
6100,000,  and  I believe  the  people  Avould  ajAproA'e  it. 

Air.  Cox.  They  are  forbidden  to  issue  unless  they  liaA'e  650,000? 

Air.  AA’arner.  Y^es. 

Air.  Haugen.  Hoav  about  a State  bank  Avith  less  capital  than 
650,0(»0? 

Air.  Warner.  The  State  bank  can  go  on  as  a bank  of  discount.  This 
does  not  keep  any  State  bank  from  going  on  as  a bank  of  discount. 

Air.  Johnson,  of  Indiana,  Suiqiose  a State  legislature  complied  with 
this  provision  and  the  bank  had  money  issued  to-<la3gand  sujqmse.  sub- 
sequently, the  legislature  changes  these  features? 

Mr.  M'arner.  I should  siipiiose  that  AA  ould  sto|)  the  issuing  of  money. 

Air.  Johnson,  of  Indiana.  What  is  the  remedy  and  where  could  it 
be  sought  ? 

Air.  VV^arner.  In  that  ]>articular  case  if  the  State  undertook  to 
Auohite  in  that  Avay  the  obligation  of  a contract,  Avhich  would  be  the 
ca-se,  if  it  attempted  to  interfere  Avitli  the  liabilities  already  incurred,  I 
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'iTpl>oso  the  matter  wonhl  go  to  the  Fedimal  eourts,  hut  for  that  general 
reason  ami  not  on  aerount  of  any  i>artieuhu'  provision  here. 

Mr.  .loiiNSoN,  of  Indiana.  Snp])ose  the  State  legislature  on  some 
subse(pient  o<  easion  would  dispense  with  that  eondition  or  im]>air  it  ? 

Mr.  Wakxek.  It  seems  tome  that  that  wonlil  be  an  athnnpt  to  impair 
the  obligation  of  a eontraet,  and  that  iteonld  betaken  into  the  Federal 
:onrts. 

31r.  (h^x.  In  That  I'onneetion  1 will  say  that  that  im])resses  me  very 
nneh.  and  1 think  if  yon  follow  that  up  it  will  imiu’ess  yon  also. 
Suppose  the  State  legislature  (H)ni))lies  with  the  eonditions  of  this  art! 

]\lr.  Wakxku.  Yes. 

?\lr.  Cox.  And  it  has  eoneluded  that  a charter  can  be  issued? 

Mr.  Warxiou.  Preciscdy. 

i\lr.  Cox.  If  a snbse(pient  legislature  should  eome  along  ajid  repeal 
hat  act,  does  not  it  necessarily  result  that  this  is  a forfeiture  of  the 
•harter  under  which  the  bank  is  acting? 

^Ir.  Waitxek.  Exactly;  and  I was  discussing  with  Mr.  Johnson  the 
status  of  outstanding  obligations. 

]\Ir.  Cox.  Xow,  if  it  is  within  the  construction  of  the  Federal  statute, 
here  is  no  diftienlty  about  where  the  jurisdiction  is:  but  here  is  the 
•ointlam  after:  The  State  complies  with  this,  but  the  State  has  author- 
ty  to  put  other  matters  there,  and  she  will  doubtless  put  others,  as  you 
>aid  a moment  ago  you  did  not  proitose  to  restrict  it  any  further? 

Mr.  ^VAK^El^  Xo. 

^Ir.  Cox.  When  you  get  these  additional  statutes  you  have  got  exclu- 
uve  jurisdiction  in  the  State  eourts  and  you  have  got  exclusive 
urisdiction  under  your  bill  in  the  Federal  courts,  so  your  charter  is  run 
inder  two  independent  governments  as  far  as  jurisdiction  is  concerned  ? 

Mr.  Waexek.  You  raise  a question  which  has  been  raised  in  one 
dia]>e  or  another  in  our  State,  and  I ]»resume  has  been  raised  iu  others, 
n these  eases  there  is  the  authority  of  the  State  to  alter  or  amend  the 
diarter  at  anytime.  Xow,  I believe  it  is  the  uniform  ruling  of  the  courts, 
hat  no  change  which  a State  may  make  in  a charter  under  such  a gen- 
•ral  clause  in  anyway  attects  the  rights  which  may  have  already  accrued 
ir  which  may  be  already  vested  iu  the  holder  of  any  contract  of  or  claim 
111011  the  institution. 

Mr.  Cox.  Kight  there 

i\lr.  Waexek.  One  moment — If  the  State,  however,  should  insert 
•ither  in  its  general  law  or  in  the  special  act  incorporating  a bank  such 
i provision  asinthe  opinion ofthe  Comptroller  would  authorize  a change 
n the  charter  not  subject  to  such  precedents  as  I have  noted,  then  the 
Jomptroller  would  say,  “You  have  not  provided  for  it,  you  have  tied  a 
.tring  to  the  provision,  and  I can  not  accept  it.  If  you  simply  provide 
or  amendment  of  the  charter  at  any  time,  then,  under  the  law  as  devel- 
iped  by  decisions,  that  does  not  bother  me;  and  as  regards  notes  out- 
Janding  at  any  time  they  are  amidy  protected,  and  after  you  change 
our  charter  I will  sinqily  not  issue  any  more  notes.  If,  however,  tlie 
harter  of  your  corporation  is  subject  to  be  so  changed  as  to  make  its 
iability  for  contracts  already  entered  into  contingent,  that  is  not  what 
his  act  says  and  I will  not  accept  it.” 

i\lr.  Cox.  You  have  a serious  difliculty  existing  in  some  States;  take 
ay  own  State  and  several  others  are  in  the  same  fix.  There  the  con- 
titiiiion  provides  that  a charter  granted  by  the  legislature  shall  be 
ubject  to  be  amended  or  repealed. 

Mr.  Waexek.  So  does  ours  in  isew  York. 
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Mr.  Cox.  '1  hal  is  a consiiiutional  iirovision.  Xow  let  me  draw  your 
mind  to  this;  Suppose  after  the  legislature  (diarteis  a bank  and  "that 
bank  has  got  the  full  amount  of  money,  has  come  up  to  the  provisions 
of  this  law,  the  legislature  comes  along  and  says,  if  we  permit  you  to 
take  out  7o  jier  cent  of  this  circuhition,  you  need  not  be  liable  only  to 
the  extent  of  the  stock. 

31r.  \V  AKXEii.  Precisely;  and  the  construction  of  our  e<»urts  on  tiiat 
precise  state  of  facts  would  be  this 

IMr.  Cox.  You  would  have  a direct  couHict  between  the  legislature 
and 

Mr.  M AKXEE.  Xo  coutlict.  The  Comptroller  woyld  sii.njily  give  out 
no  more  blank  notes.  Xow  so  far  as  circulation  already  outstar.ding 
is  concerned,  the  law  in  our  State,  which  1 believe  is  lii  accord  with 
that  geiitnally  m-cepted,is  this— The  ohange  of  the  chartm-  is  jiower- 
less  to  etlect  obligations  which  have  been  entered  iijion  before  the  change. 
Yam  might  have  to  go  into  a court  of  eipiity;  you  might  have  to  take 
your  remedy  iti  a ditbwent  shape;  but.  if  there  is  anything  that  is  well 
settled  in  law,  it  is  tiiat  iirovision  of  our  Federal  Consututi.Mi  which 
provitles  against  the  interfering  with  the  obligation  of  contracts. 

IMr.  Johnson,  of  Indiana.  How  about  the  one  who  takes  these  notes 
subseipient  to  the  act  of  the  legislature  changing  the  charter? 

]\Ir.  AENEE.  I am  inclined  to  think  in  that  case — if  the  notes  were 
not  actually  issued  by  the  bank  until  after  the  change — there  might  be 
a very  serious  question  of  law. 

Mr.  Johnson,  of  Indiana.  Where  would  the  remedy  be? 

Mr.  Waexek.  If  it  is  assumed  that,  after  a lawofliis  State  had  taken 
away  its  protection  from  bank  notes  thereafter  to  be  issued,  a citizen 
would  accept  notes  thereafter  issued;  then  it  may  be  assumed  that  that 
citizen  would  have  an  interesting  problem  on  his  hands.  Put  when  it 
is  remembered,  not  mewely  that  no  one  would  take  such  notes,  but  that 
the  bank  would  be  subject  to  the  10  per  cent  ]>enalty  tax  for  issuing  the»u 
it  can  hardly  be  chHineil  that  any  practical  diliiculty  is  likelv  to  arise. 

IMr.  Johnson,  of  Indiana.  Do  not  you  think  the  greatest  element  of 
strength  to  a banking  law  in  this  country  is  for  the  remedv  to  be  under 
one  jurisdiction,  either  State  or  national  ? 

Mr.  M AENEE.  That  is  where  the  gentleman  from  Indiana  and  myself 
differ.  While  there  are,  unquestionably,  advantages  sometimes  to  be 
secured  by  a centr.ilization  of  administration,  yet  in  regard  to  this 
particular  matter  I believe  it  is  a vmry  serious  (piestion  whether,  even 
as  to  administrative  detail,  it  does  not  do  more  hurt  than  good. 

The  Chaikman.  This  is  a very  imjiortant  part  of  this  bill,  and  I 
suggest  that  we  meet  on  Friday  and  continue  this  hearing. 

Thereupon  the  committee  adjourned. 


CoxniiTTEE  ON  Banking  and  Cueeenct, 

Friday,  Fehruary  Id,  IRDi. 

The  Committee  on  Banking  and  Currency  this  day  met,  Hon.  William 
M.  Springer  in  the  chair. 

lion.  John  De  Witt  Waenee,  a Eepresentative  ft-om  the  State  of 
Xew  York,  appeared  before  theeommittee  in  continuation  of  his  remarks 
in  behalf  of  H.  K.  5511,). 

Mr.  \Y AENEE.  The  next  proviso  is  that  the  total  amount  of  cin  ula- 
tion  to  be  issued  under  this  act  shall  not  at  any  time  exceed  75  per 
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•ent  of  tlie  paid-np  ami  tlieu  uuini]>aircil  capital  of  tlic  institution 
vliicli  issues  it.  That  is  of  course  an  arbitrary  provision.  Experience 
las  sliown.  however,  as  reason  would  su.ejii'st  in  default  of  (‘X])erienee, 
hat  the  amount  of  circulating  notes  which  a bank  can  salely  lloat  is 
auncwhat  in  ]u'oportion  to  its  actual  cai)ital.  not  Tiierely  l)ecause  that 
ictual  capital  may  be  flnally  resorted  to  for  the  i)ayiueut  of  those  notes, 
)ui  because  the  general  business  of  the  bank  lu'ars  some  proi>ortion  to 
he  eai)ital  which  is  invested  in  doing  that  business.  Again,  if  the 
•irculation  is  to  be  restrained  to  what  I conceives  to  be  its  only  legiti- 
iiate  function,  that  of  serving  as  an  incident  to  business  in  general,  it 
s desirable  that  the  amount  of  circulation  shall  bt*  so  limited  as  not  to 
‘xceed  the  needs  of  the  legitimate  business  which  would  be  transacted 
hu.ugh  th(>  bank  issuing  it. 

As  to  the  proper  figure,  \ think  we  Avill  all  agree,  as  the  result  of 
‘xpcrience,  that  allowing  more  than  100  ]ier  cent  ol‘  tlu*  eaiutal  to  be 
ssued  in  the  .sha]>e  of  circulating  notes  has  iiroven  an  inducement  to 
llegitimate  (‘inmlation  and  has  brought  about  disaster.  The  Cana 
ban  law — which  is  the  last  law  as  to  the  workings  of  which  we  hat  e 
letinite  data  of  exi>ei  ience — lixes  the  limit,  1 believe,  at  100  percent 
'f  the  capital.  In  practice,  however,  even  with  all  of  the  elasticity 
vvhich  has  actually  resulted  under  that  law.  I believe  the  actual  issues 
lavt'  in  no  case  gone  above  (iS  jier  cent  in  the  case  of  any  bank,  or  00 
i»er  cent  for  the  bulk  of  the  lianks.  It  would,  tlu'refore,  seem  that 
i~>  ]»er  cent  would  atford  adequate  chance  for  elasticity. 

]Mr.  Bijosius.  Their  ex])erieuce  was  that  the  limitation  had  no  ellect, 
they  never  reached  that  ‘1 

Mr.  ’WAitNEij.  They  never  reached  it  at  all:  .so  on  the  one  hand  75 
[>er  cent  would  seem  to  be  a limit  sulticiently  liberal  to  permit  such 
?lasticity  as  may  be  desired,  and  on  the  other  hand  there  is  no  reason 
why  conservatism  in  that  regard  may  not  be  met  by  proimsing  to  this 
jxtent  a lower  limit  than  the  total  amount  of  ca])ital. 

The  only  other  question  is  whether  we  would  tlius  provide  for  enough 
surreney. 

Mr,  Cox.  Just  there  I want  to  break  in  and  ask 

Mr.  Warnee.  Just  one  word  more.  The  other  question,  of  course,  is 
whether  that  limit  is  liberal  enough  to  allow  a iiroper  elasticity.  The 
mere  fact  that  in  Canada  it  is  liberal  enough  might  serve  as  an  aual- 
jgy,  but  not  ueces.sarily  as  a demonstration.  When,  however,  you 
retleet  that  there  is  now  about  8700,000,000  of  capital  employed  in 
national  banks,  ami  that  75  ])cr  cent  of  that  would  therefore  permit  ot 
an  extension  of  the  currency  through  those  institutions  alone  of  say 
$200,000,000  or  $300,000,000  above  what  is  now  utilized  by  them;  that 
the  capital  invested  in  State  banks  which  are  now  without  a system  of 
circulation  but  doing  a protitable  business,  is  ]trobably  a quarter  or  one- 
third  of  that,  and  would  rapidly  increase  under  the  .system  suggested 
by  this  act — as  there  would  be  greater  inducement  for  capital  to  embark 
in  the  business,  there  would  seem  to  be  no  possibility  but  that  the 
limit  was  liberal  enough  to  ]»ermit  all  the  currency  that  could  salely 
or  ])roperly  be  called  for  in  this  country. 

Mr.  (h)X,  Now,  under  your  law,  under  your  proposition,  what  amount 
of  circulation  could  a national  bank  take  out  ? 

Mr.  Vf  AKNER.  The  (pte.stiou  asked  in  regard  to  that  would  be  reached 

a little  later. 

Mr,  Cox,  Probably  1 am  ahead  of  you  in  regard  to  that? 

Mr.  ^VAENEE.  On  the  one  hand,  in  order  to  interfere  as  little  as  pos- 
sible with  the  national-bank  act,  and  on  the  other  hand  in  order  so  to 
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Jraft  the  bill  as  to  permit  every  national  bank  to  have  the  advantages 
of  the  .system  by  giving  it  similar  oi)poitunities  to  tho.se  given  other 
institutioms,  it  is  provided,  in  the  ca.se  of  a national  bank,  that  the  cir- 
culation to  l»e  taken  out  under  this  act  shall  be  only  such  an  amount  as, 
together  with  any  circulation  it  may  liave  taken  out  under  the  national- 
bank  act,  shall  not  exceed  75  per  cent  of  its  ca])ital. 

Mr.  Cox.  That  would  give  the  national  banks  the  right  to  take  out 
altogether  75  per  cent  of  the  cai)ital  st(n.*k.  Now  what  I want  to  call 
your  mind  to  is  this,  assuming  that,  now  would  a national  bank  or 
State  l>ank  organized  under  it  l)e  com])clled  to  takeout  any  circulation  ? 

Mr.  WAltNER.  It  vould  not. 

5Ir.  Cox.  Do  not  you  regard  that  as  a right  serious  dithculCv? 

Mr.  Warner.  I confess  I do  not.  The  assumption  that  the  itanking 
capital  of  the  country  can  by  any  possibility  lind  it  to  its  interest  to 
combine  to  keep  the  amount  of  money  loaned  below  what  it  would  be 
]»t)ssible.  to  furnish  at  fail'  interest,  is  in  my  mind  unthinkable.  If  that 
could  be  imagined,  the  iiossibility  that  allot  the  rest  of  the  country 
posses.sed  of  money  would  not  immediately  take  advantage  of  such  a 
consi>iracy  in  such  way  as  to  defeat  it,  is  ll>  me  unthinkable. 

Mr.  Cox.  When  your  national  bank  refuses  to  take  out  circulation 
of  course  the  argument  made  upon  that  is  that  iierhaps  the  bonds  are 
too  high,  but  under  your  system,  that  (piestion  of  United  States  bonds 
being  practically  disjiensed  with,  other  .security  being  sub.stituted  in 
its  ])lace,  now  supiiose  a bank  is  compelled  to  take  out  a circulation, 
not  that  they  may  take  it  out.  but  they  are  all  compelled  to  take  itout, 
and  sup])Ose  it  finds  it  can  not  use  the  circulation,  then  does  not  your 
bill  provide  it  may  l eturn  the  .securities?  Does  not  your  bill  provide  it 
may  return  them  to  the  Government,  and  is  not  the  interest  upon  the 
securities,  whether  used  or  not,  iiaid  over  to  the  bank  ? 

Mr.  Warner.  I have  ino\  ided  for  no  securities,  I would  say  to 
the  gentleman — 1 think  I appreciate,  if  not  the  jiarticular  point  at  which 
he  is  aiming,  at  least  the  general  drift  of  his  thought,  and  my  answer 
to  it,  as  I under.stand  it,  would  be  this:  This  is  a bill  to  give  certain 
privileges  to  the  States  and  to  State  and  national  bank.s,  and  t(j  supjde- 
nient  these  by  a certain  amount  of  admini.strative  assistance  on  the 
part  of  the  General  Government.  There  is  nothing  in  this  bill  which 
will  prevent  a State  from  impo.siug  conditions  to  its  authorization, 
M'hich  must  be  had  before,  as  to  its  banks,  this  act  goes  into  operation. 
It  can,  if  it  wishes,  impose  a special  tax  .so  long  as  the  circulation  out- 
standing is  not  more  than  a certain  amount;  it  could,  if  it  wished, 
exempt  from  taxation  on  condition  that  the  circulation  was  kei)t  ox  er  a 
certain  amount.  There  is  nothing  to  prevent  each  State  from  taking 
such  measures  as  it  pleases  in  that  regard. 

Mr.  Brosius.  Allow  me  to  correct  a misapprehension  which  arose  a 
moment  ago;  1 would  direct  you  to  section  10  of  the  act  of  1SS2  which 
provides — 

At  no  time  shall  the  total  amount  of  such  notes  issued  to  any  siicli  association 
exceed  90  i)er  cent  of  the  amount  at  such  time  actually  paid  in  of  its  capital  stock. 

That  is  the  limit. 

The  Chairman.  The  original  act,  section  5171  of  the  Bevised  Stat- 
utes, provides  the  amount  of  circulating  notes  which  can  be  issued  in 
jiroportion  to  the  caitital  stock. 

Mr.  Brosius.  That  act  is  repealed;  this  act  repeals  that.  That  is 
the  old  law  which  was  repealed  by  the  act  of  1882  which  makes  the 
limitation  the  same  in  all  cases. 
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3Ir.  Cox.  But  you  can  not  ji'ot  it  on  that  except  by  a ilei)osit  of 
' )oii(ls,  and  you  are  not  eoinpelled  to  tak('  llie  eimilatioii  out.  Wo 
lave  jjotteii  now,  however,  off  the  point  w hii  h I was  niueh  interested 
11.  1 drew  your  attention  to  the  proposition  if  the  .seenrities  upon 

which  it  was  based  for  the  redemption  ol  the  notes  linally  would  not 
be  di'awinji’ the  interest  all  the  time  whether  the  notes  were  used  or 
lOt,  so  that  if  the  bank  did  not  take  tlie  notes  out  they  would  jiet  tlu‘ 
interest  upon  the  si'curities  deposited  for  tinal  redeni])tion.  and  if  they 
did  take  out  the  notes  and  get  the  use  of  the  notes  they  would  be  Just 
( xaetly  in  the  ])osition  of  the  national  banks  where  they  get  the  inti'r- 
I St  upon  the  bonds  and  noti'S.  Now,  you  said  there  was  no  security  of 
That  kind;  I expect  1 misnmb'rstood  you,  but  you  ]»rovide  in  your  bill 
that  .some  satisfactory  means  (I  need  not  di.simss  that  here)  shall  be 
]»rovided,  and  that  the  securities  .shall  be  deposited  in  the  capital  of 
1 he  State. 

31r.  Bkosius.  No  securities  are  proxided  but  satisfactory  means  of 
1 edem])tion. 

31  r.  Cox.  That  is  what  1 am  talking  about.  It  has  to  be  .something 
i atisfactory  for  the  redemption  of  the  notes.  Your  clause  reads  this 
’ ray ; 

Tliat  it  has  made  adequate  and  convenient  provision  for  the  redemption  of  its  cir- 
I ulatinfT  notes,  to  he  issued  as  pi-o\  ided  in  this  act,  either  at  the  capital  city  of  ilie 
! tate  in  which  it  is  situate,  or  at  some  other  city  in  such  State  which  shall  have 
l een  .approved  by  the  Comptroller  of  the  Currency. 

3Ir.  3VAKNEE.  I may  say  that  the  ordinary  provision  for  redemption, 

I ven  under  the  strictest  and  most  conservative  conditions,  is  not  in 
general  a deposit  of  securities.  It  consists  most  frequently  in  the 
undertaking  of  a clearing  house  association  to  clear  certain  paper  or  to 
] edeem  certain  notes.  That  is  the  ordinaiy  i>rovision.  I can  conceive 
< fa  case  where  a bank  might  choose  to  deposit  .securities  and  obtain 
Mtch  individual  or  other  guarantee  as  the  Comptroller  might  think 
luflicient;  there  is  a possibility  that  such  provisions  for  redemption 
1 light  be  had,  but  such  are  not  the  ordinary  ones,  and  they  are  not  the 
( lies  which  existed  before  the  war.  The  best  knoxvn  system  is  probably 
that  knoxvn  as  the  Suffolk  bank  .system,  which  was  entirely  indepeiid- 
« lit  of  any  special  security.  The  more  cominonly  known  systems  are 
now  the  ordinary  clearing-house  systems,  which  could  be  used  in  pre- 
( isely  the  same  way  to  clear,  that  is,  to  redeem,  the  notes  of  a bank,  as 
hey  are  now  used  to  clear  its  exchanges. 

3Ir.  Cox.  Yes;  but  you  see  there  are  quite  a large  number  of  banks 
lhat  do  not  belong  to  any  cleariiig-hou.se  as.sociatioii. 

3Ir.  Waiinek.  There  xvill  be  banks  which  belong  to  no  clearing-house 
1 s.sociatioii,  but  there  is  no  State  where  there  xvill  not  exist  either  clear- 
ing-house associations  or  .some  other  form  of  associations  for  clearing 
Ibe  exchange  most  current  in  that  State.  It  is  entirely  probable  that 
{ clearing  house  association  might  exact  from  those  banks  a deposit  of 
.‘ecurities  before  it  would  underfake  that  office,  but  that  is  soniethiiig 
with  which  the  Comptroller  would  have  nothing  to  do. 

Mr.  Brosius.  You  could  hardly  conceiv'c  of  a banking  system  in  a 
State  without  a clearing-house  as.sociatiou? 

31r.  Warner.  There  is  no  such  a thing.  In  some  form  or  other  it  is 
i lmo.st  necessarily  involved  in  every  conqilicated  series  of  business 
transactions. 

3Ir.  Cox.  I must  confess  that  my  mind  is  not  clear  and  I always 
want  to  get  it  as  clear  as  ])ossible  as  we  go  along.  Now,  you  carried 
1 le  into  the  clearing-house  association  subject,  but  1 am  on  the  point 


4 


BANKING  AND  CURRENCY. 


of  the  final  redemption  of  the  notes.  There  must  be  .some  plane  xvhere 
they  must  be  jiaid.  Now,  it  the  elearing-hmise  adojitsa  mode,  would  it 
be  in  regard  to  redem])tion,  or  would  it  be  in  regard  to  their  (*ireula- 
tioii;  .so  long  as  the  clearing-house  is  satisfied  that  the  eireulating 
note  is  good  and  imnst  be  redeemed  it  seems  to  me,  then,  that  is  all  tin- 
clearing-house  can  do.  If  they  seiaire  the  redemjition.  then  what  kind 
of  a legal  obligation  have  we  got  on  them? 

31r.  3VARNER.  Noiiw  whatever.  The  thing  provided  is  this.  that, 
until  these  agencie.s  are  in  such  shajic  that  the  Conijitroller  of  the 
Currency  shall  consider  adi'rpnite  and  convenient  arrangement  is  jno 
vided  for  the  rcdemjdion,  he  has  no  autliority  to  issue  a single  dollar. 

3Ir.  llRosius.  You  leave  it  all  to  him,  and  it  is  in  his  discretion  ? 

Mr.  Warner,  rractically,  under  sanction  of  the  jmblicity  of  his 
work  and  the  injunction  to  report  in  full  to  Congress  his  practices  and 
rules  ill  ri'gard  to  the  matter,  in  order  that,  if  other  legislation  l>e 
needed,  it  may  be  had. 

3Ir.  (k)X.  Pardon  me  for  this  que.stion,  and  then  I think  I will  leave 
you.  The  tinal  redemption  of  the  notes  would  depend  upon  the  nro- 
vi.sions  that  the  iState  might  adopt  itself  ? 

31r.  3\  AENER.  It  might  in  case  a State  chose  to  go  to  that  extent 
in  its  law. 

3Ir.  Cox.  There  would  be  nothing  in  this  act  that  would  prohibit  a 
State  from  going  to  that  extent? 

31r.  Warner'.  Not  the  slightest. 

3Ir.  Cox.  Then,  xvhen  you  get  to  that  point  and  the  State  has  control 
of  what  shall  be  done  and  luovides  for  the  ultimate  redemjition  of  the 
note  and  jiower  to  do  that,  I hax*e  some  trouble  iu  drawing  a distinc- 
tion betxveen  that  and  the  State  bank  law  pure  and  simple? 

3Ir.  BRO.SIUS.  This  is  a State-bank  law  pure  and  simple,  covered 
with  a thin  drajiery  of  national  authority? 

3Ir.  Wa'rnee.  It  is  intended  to  be,  as  nearly  as  possible,  an  abso- 
lute enfranchisement  of  the  banks  of  this  country,  leaving  the  several 
States  to  act  as  to  institutions  within  their  borders,  but  adding  for 
the  time  being  an  adminkstrative  .system  on  the  part  of  the  General 
Government  in  regard  to  certain  imjiortaut  matters,  as  to  which  the 
universal  experience  of  civilized  nations  in  banking  has  demonstrated 
the  need  of  uniformity  in  order  to  bring  about  greater  security — in 
order  to  bring  about  greater  acceptability — this  to  assist  the  eircufatioii 
of  the  currency  and  to  secure  such  economy  that  the  business  attended 
to  by  the  Government  shall  be  less  expensix  e for  each  than  if  it  was 
done  by  each  for  itself, 

-Mr,  Cox,  Pardon  me,  if  you  jtlease.  1 hate  to  take  up  so  much  of  your 
time,  but  I xvantto  get  this  as  clear  as  lean.  Now,  you  have  conceded, 
in  the  questions  1 have  jiutto  you,  :hat  solar  as  ultimate  redemption  of 
notes  are  concerned  that  tlie  authority  of  the  State  is  undisturbed. 
Now,  then,  when  you  come  to  uniformity 

3Ir.  \\  ARNER.  You  now  use  the  word  •Giltimate.’’  If  you  used  that 
word  1 did  not  hear  it.  As  far  as  the  ultimate  redemjition  of  the  note 
is  concerned  the  guarantee  fund  is,  of  course,  niteiided  to  insure  that. 

3Ir.  Cox.  Hear  me,  if  you  plea.se.  Just  there.  The  object  to  be  attained 
and  the  object  desired  is  that  the  notes  shall  be  fully  protected  and 
that  they  shall  be  good  ? 

3Ir,  33  ARNER.  Not  merely  good,  but  current  ; this  is  for  current 
redemjffion. 

31  r.  Cox.  Now,  in  order  to  make  them  gnod  and  current,  you  con- 
cede to  me  that  the  State  has  full  authority  as  tohowsheshalfdothat? 

3Ir.  33  ARNER.  It  may  insist  upon  any  conditions  it  pleases. 
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Mr.  Cox,  Now,  then,  it  is  suj^j’vsted  to  you  by  my  friend  on  the  left 
hat  one  of  the  objects  of  Federal  legislation  is  to  provide  uniformity 
n regard  to  the  inatter.  Now,  if  44  States  liave  the  l ight  to  say  wliat 
vill  support  and  make  the  notes  good,  how  is  the  Federal  Government 
0 produce  uniformity  as  to  the  security  for  tluMedemption  of  the  notes 
and  for  their  being  current? 

Mr.  Waeneu.  if  there  shall  be  auj'  such  ditference  between  the  law  s 
of  the  several  States  as,  after  they  having  conformed  to  this  act,  shall 
cause  the  notes  of  one  State  to  be  preferred  over  the  notes  of  another, 
hat  cei'tainly  is,  in  a sense,  a lack  of  uniformity.  This  bill,  however, 
s ilrawn  in  accord  with  the  conviction  that,  if  these  provisions  are 
observed,  the  whole  of  the  currency  will  be  good.  Audit  does  not 
.eem  to  me  an  objection  that  a State  is  given  the  oi)]>ortnnity  to 
■ndeavor,  by  making  its  paper  gilt  edged,  to  get  as  much  profit  for  it  s 
iuanciers,  and  such  circulation  for  the  notes  of  banks  w'ithin  it,  as  it 
nay  secure  by  such  action. 

I doubt  myself  whether  there  would  be  any  material  ditference  in 
he  currency  of  notes  of  a State  which  made  the  most  meager  (>ondi- 
ions  and  those  of  a State  which  insisted  uiion  the  most  elaborate  and 
nost  conservative  detail,  so  long  as  they  both  came  within  the  require 
ueuts  of  this  act.  But  if  there  should  be  a ditference,  they  have  a 
•ight  to  it.  Take  the  State  of  Delaware,  for  example.  If  it  thinks 
hat  by  putting  peculiar  safeguards  about  its  currency  it  cawi  make 
Telawurre  currency  acce])table  throughout  the  country  to  an  extent 
vhich  the  business  of  Delaware  would  not,  of  its  own  actual  impetus, 
iring  about,  why  the  State  of  Delaware  is  free  to  exploit  tlmt  source 
)f  credit  for  the  State  and  profit  for  its  financiers.  iSly  opinion  is  that 
he  State  of  Delaware  would  find  that  it  had  gotten  into  a business  in 
vhich  it  had  very  little  influence  5 but  there  is  no  reason  why  it  should 
lot  attempt  it  if  it  wants  to. 

The  Chairman.  Let  me  ask  you  a question  right  in  that  connection, 
learing  on  that  subject.  What  would  be  the  means  resorted  to  by  bill- 
lolders,  in  the  hopes  of  securing  the  payment  of  good  money  for  their 
lotes,  in  the  case  of  the  failure  of  any  bank  having  this  wsue  ? Sup- 
pose a bank  closes  its  doors  and  the  bills  are  scattered  all  over  the 
United  States,  where  does  the  bill-holder  go  to  get  his  money  ? 

Mr.  Warner.  The  bill-holder  would  be  itrecisely  in  the  same  condi- 
ioii  as  any  other  holder  of  an  obligation  on  the  bank,  except  that  he 
vould  be  entitled,  first,  to  have  all  the  assets  marshaled  and  to  be  paid 
lefore  other  than  bill-holders  were  allowed  to  participate;  second,  to 
lave  equity  proceedings  instituted  and  the  additional  liability  of  the 
stockholders  realized;  and,  after  practical  exhaustion  of  those,  third, 
:o  be  paid  from  the  guarantee  fund  provided  for. 

Tiie  Chairman.  That  is  simply  an  individual  right  of  each  individnal  ? 

Mr.  Warner.  Precisely. 

The  Chairman.  They  are  scattered  all  over  the  United  States,  and 
)f  course  you  would  not  expect  a man  who  had  upon  a bank,  say  at 
Little  Bock,  to  bring  a suit  in  chancery  and 

Mr.  Warner.  The  receiver  of  the  bank  would  marshal  the  assets  as 
:ast  as  possible  and  would  deposit  as  promptly  as  iiossible  w ith  the 
Treasurer  of  the  United  States  an  amount  of  cash  equivalent  to  the 
imouutof  currency  which  by  the  books  of  the  Com]>troller  appeared  to 
3e  outstanding.  He  would  do  it  as  proiu})tly  as  possible  as  the  only 
possible  way  of  being  able  to  go  ahead  and  settle  up  the  other  affairs 
)f  the  insolvent  corporation. 
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The  Chairman.  Each  bill  holder  Avould  w ait  for  the  winding  uj>  of 
the  bank,  and  when  there  is  anything  deposited  he  would  hunt  it  up 
and  see  if  there  was  anything  for  him? 

^Ir.  Wauner.  I am  astonished  at,  the  (piestion.  because  the  chair- 
man is  })erfectly  well  acquainted  with  what  is  done  in  regard  to  the 
bills  of  broken  banks.  Tlie  first  thing  that  is  watched  for  is  as  to  the 
arrangement  made  for  the  rcdenqdion  of  the  bills.  In  this  case,  the  fact 
that  the  National  Government  took  charge  of  the  matter  after  other 
resources  had  been  exhausted,  would  [iracti<-all y make  those  bills  con 
tinue  enrrent  as  far  as  individuals  were  concerned,  and,  as  far  as 
banks  were  concerned,  would  jH-obably  bring  alxmt  a deposit,  either  at 
certain  places  in  each  State  or  at  a certain  central  point  of  the  United 
States,  according  as  the  convenience  »tf  the  different  banks  sugges- 
ted, of  ])aper  in  baidcs  in  the  course  of  li(iuidation. 

The  Chairman.  The  juactice  in  our  State  of  Illinois  when  the  banks 
failed  was  for  the  bill  holder  to  go  to  some  bank  and  sell  the  notes  for 
what  he  could  get  for  them,  ami  a few  lianks  would  linally  get  all  of 
them  and  present  them  and  get  the  iirolits  of  the  discounts  which  they 
made  by  buying  the  notes.  The  bill  holder  always  found  himself  in 
possession  of  an  uncurrent  bill,  and  he  was  apt,  from  necessity,  having 
only  a small  amount,  to  take  wlutever  he  could  get  for  them,  and  that 
furnished  always  a harvest  for  the  bankers. 

31r.  Waiiner.  That  would  doubtless  be  the  result  if  you  permitted 
a bank  to  issue  three  or  four  times  the  amount  of  its  cajiital;  if  there 
wa.s  no  place  wdiere  the  issues  were  registered  so  that  any  man  could 
know  in  advance  of  the  linal  settlement  w hether  the  amount  of  bills 
outstanding  were  three  or  four  times  the  amount  understood  to  be  in 
circulation;  if  there  was  no  provision  for  ultimate  re<leiiq»tion;  if  there 
was  no  jirovision  as  to  the  liability  of  the  stockholders,  etc.  lender 
such  conditions  as  these  I have  no  doubt  but  that  the  suggestion  of  the 
chairman  w ould  involve  a very  serious  matter.  But  such  are  not  the 
conditions  proposed  by  me. 

Again,  I want  right  here  to  say,  as  to  the  i)os-«ibility  that  there  may 
be  trord)le  under  this  or  any  other  system,  that  I do  not  for  a moment 
deny  the  possibility  of  trouble  under  this  or  any  other  system.  The  only 
question  is,  how  far  we  can  go  in  anticii)ating  and  in  jireventing 
trouble  without,  in  our  anxiety  to  fix  everything  all  right,  doing  more 
harm  than  good.  There  is  a limit,  and  my  judgment  is  that  this  bill 
goes  as  far  as  is  convenient,  ja  actical,  or  proper. 

Mr.  Johnson,  of  Indiana.  Do  you  rely  for  the  ultimate  redenqttion 
of  the  bills  largely  upon  the  tax  imposed  ou  the  banks? 

Mr.  Warner.  1 have  studied  somewdiat  the  experience  of  the  State 
which  had  by  far  the  most  extensive  system  of  banking  in  the.  Union 
before  the  war,  which  system  was  under  conditions  as  far  removed 
from  even  the  attempted  safety  provided  by  this  as  one  can  imagine, 
and  subject  to  every  vice  that  I have  attempted  here  to  head  otf.  The 
lesson  of  that  exiierience  is  that  this  jirovision  would  have  been  far 
more  than  ample  to  provide  for  the  ultimate  redemption  of  tlie  notes. 
With  the  additional  safeguards  thrown  about  the  system  by  this  bill, 
my  belief  is  that  the  guarantee  fund  woidd  be  very  rarely  resorted 
to  at  all.  The  existence,  however,  of  a guarantee  fund  ! f 3 per  cent 
upon  the  total  outstanding  circulation,  even  if  supertluous,  would  be 
certain  to  give  such  currency  to  the  notes  as  to  keej)  innocent  billholders 
from  being  even  temporarily  subjected  to  inconvenience.  In  my  view 
such  is  the  main  benefit  which  would  come  from  this  provision. 

Mr.  Johnson,  of  Indiana.  In  the  case,  however,  of  the  failed  bank 
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you  would  rely  upon  the  gunrautee  lundlargtdy  lor  the  ultimate  reiloiiip- 
tion  of  the  bills? 

31  r.  Warner.  Certainly.  I would  i)laee  great  relianee  u]»on  it  as 
insuring  ultimate  redem])tion.  1 do  not  think  however  it  wmild  l)e 
often  resorted  to. 

3Ir.  Johnson,  of  Indiana.  That  is  what  I was  trying  to  get  in  answer 
to  my  first  (piestion. 

31r.  Cox.  A sullieiency  of  the  fund  guaranteed  by  that  tax,  whetlier 
it  would  be  sullieieiit  or  not.  must  depend  upon  the  other  assets  of  the 
bank,  whieh  are  provided  by  State  law. 

Mr.  Warner.  It  is  a (piestion  of  jirobabilities.  Experience,  how- 
ever, shows  that  without  the  precautions  iirovided  by  this  act.  and 
irrespective  of  State  laws,  a guarantee  fund  of  that  size  would,  jirac- 
tieally.  Ix^  sullicient.  and  that  under  the  safeguards  provided  by  this 
act,  this  guarantee  fund  is  far  more  than  amiile.  In  my  answer  to 
the  gentleman  from  Indiana,  1 say  to  him  that  while,  of  course,  tliere 
is  a jiossibility  that  that  fund  may  be  drawn  upon  from  time  to  time, 
yet  its  main  use,  in  my  expectation,  would  be,  not  in  the  extent  to 
which  it  would  actually  be  called  upon  and  therefore  lie  elfectual  in 
bringing  about  ultimate  redemption,  but  in  the  guarantee  which  it 
would  hold  up  to  the  nation  that  ultimate  redemjition  was  there  and 
the  assurance  that  would  meanwhile  be  atforded  the  innocent  note- 
holders of  banks  whose  solvency  was  doubted. 

t/ 

3Ir.  JoiiN.sON,  of  Indiana.  You  assume  a guarantee  fund  in  ])lace  of 
bonds,  as  under  the  i>resent  system,  would  be  sutlicient.  predicated  upon 
statistics  which  have  Vieeii  drawn  from  natiitnal-banks  ? Your  claim 
is  liy  reason  of  the  failures  under  the  national  bank  act  are  shown  to  be 
very  small  as  comiiared  with  the  amount  of  money  raised  from  the  tax 
on  national-bank  circulation 

3Ir.  Warner.  I re]mdiate  any  reliance  on  those  statistics.  3Iy  sug- 
ge.stion  is  based  on  exiicrience  under  the  Xew  York  acts. 

31 r.  Johnson,  of  Indiana.  1 sinpily  want  to  observe  the  analogies 
are  only  good  in  the  event  the  guarantee 

3Ir.  Warner.  In  case  one  depends  upijii  an  analogy 

3Ir.  Johnson,  of  Indiana.  Whelher  one  de]iends  ujion  an  analogy  or 
not.  the  adequacy  of  your  guarantee  fund  depends  of  course  upon  the 
safety  of  your  banks  outside  of  that  by  other  juuvisions  with  which  you 
have  surrounded  them. 

31  r.  Warner.  Trecisely. 

3Ir.  Johnson,  of  Indiana.  You  feel  you  have  amply  protected  the 
banks  by  the  provisions  of  this  bill? 

31  r Warner.  I do.  I base  my  conclusion,  not  uiion  our  exjierience 
under  the  national-bank  act,  as  to  which  tln^  suggestion  of  the  gen- 
tleman is  jiertinent  and  forceful,  but  upon  the  exiierience  of  the  State 
of  Yew  York  under  the  loosest  kind  of  banking  laws. 

31  r.  Sperry.  Was  that  fund  always  siiflicicnt? 

31  r.  Warner.  It  was  more  than  sufficient  to  make  the  bills  good; 
but  by  a construction  of  the  act  it  was  decided  that  depositors  also 
had  a right  to  share  in  this  guarantee,  so  that,  although  the  fund 
would  have  been  amply  sullicient  to  have  ])aid  all  of  the  bills,  even 
though  the  bills  were  .so  loosely  issued  that  banks  supposed  to  have 
S200.i(00  in  circulation  turned  out  to  have  more  nearly  half  a million, 
although  the  precautions  against  counterfeil ing  were  such  that  after 
they  had  jiaid  out  the  whole  amount  of  actuai  notes  outstanding  of 
honest  banks  they  M’ould  tind  they  had  been  paying  a lot  of  counter- 
feits. and  that  many  of  the  genuine  notes  remained  yet  to  be  paid. 
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For  many  years  after  it  was  established  all  jiayments  made  from  it  were 
refunded  from  the  assets  of  the  broken  banks.  About  1SJ2  the  banks 
gladly  ]>aid  assi'ssments  in  advance  to  clear  up  matters  then  iiending; 
but  this  mainly  because  by  the  new  law  the  safety  fund  was  available 
before  broken  bank  assets,  and  the  broken  bank  bills  were  accepted  as 
payment  on  account  of  such  assessment. 

And  before  it  came  to  an  end.  by  the  abandonment  of  their  circulation 
by  Xew  York  State  banks  under  the  national  banking  act,  the  safety 
fund  had  paid  out  millions  of  dollars  in  excess  of  enough  to  redeem 
every  note  having  a lien  u]*mi  it.  It  was  the  attempt  to  indemnify 
depositors  that  proved  too  much  for  the  system. 

3Ir.  Johnson,  of  Indiana.  You  are  drawing  simply  upon  the  experi- 
ence of  the  State  of  Xew  York? 

31  r.  AVarner.  Yes. 

3Ir.  Cox.  Xow,  let  me  draw  the  gentleman’s  mind  to  this  proposi- 
tion. This  bill  provides  for  a guarantee  fund? 

31  r.  Warner.  Yes. 

3Ir.  Cox.  That  is  for  the  benefit  of  the  noteholders? 

3Ir.  AVarner.  A'es. 

3Ir.  Cox.  Xow,  you  conceded  a moment  ago  that  the  States  have 
contnd  of  tlie  matter  so  far  as  regarding  the  security  for  the  same  pur 
pose,  that  is,  for  ultimate  redemjition  ? 

3Ir.  AA’^arner.  Yes,  sir;  so  far  as  they  care  to  ]irovide  it. 

3Ir.  Cox.  AVhen  you  undertake  to  iirovide  by  Federal  legislation  for 
a guarantee  fund  in  this  way  and  leave  the  State  to  make  ]>rovisions 
in  regard  to  the  other  matters,  does  it  not  strike  you  that  your  guar- 
antee fund  is  an  argument  for  the  States  and  an  inducement  to  the 
States  to  let  the  banks  go  into  operation  on  a very  weak  and  unsatis- 
factory security,  relying  upon  that  guarantee  fuml? 

3Ir."\YARNER.  So  far  as  mere  inducement  to  jirovide  security  is  con- 
cerned, the  existence  of  this  guarantee  fund  might  be  used  to  some 
extent  as  an  argument  against  the  use  of  sjiecial  security  in  some  States 
where,  if  the  guarantee  fund  did  not  exist,  it  might  have  been  requiiad. 
I can  a])pre(‘iate  that. 

3Ir.  Johnson,  of  Indiana.  You  state  that  the  administrative  featuies 
which  you  embody  in  this  bill  are  satisfactory  to  protect  the  banks,  and 
this  bill  is  upon  the  theory  that  the  States  are  ahead}’  able  to  give 
good  currency? 

3Ir.  Cox.  It  is  conceded  that  so  far  as  a fund  for  the  ultimate 
redemiition  of  the  outstanding  notes  is  concerned,  a guarantee  fund 
must  ami  can  be  inovided  for  by  the  State.  Xow  then,  here,  is  a dif- 
ference in  the  system  you  are  going  to  inaugurate  and  the  system  of 
Xew3"ork:  The  very  statute  that  provided  a guarantee  fund  in  the 
State  of  Xew  York  is  the  same  power,  the  same  legislature,  as  the  one 
which  provided  the  other  additional  security  for  the  leden.ption? 

31r.  AA'arner.  If  the  gentleman  will  look  at  the  dilferent  variety  of 
laws  which  were  embraced  within  those  relating  to  banks  in  Xew  York 
which  had  the  use  of  this  guarantee  fund,  ana  also  at  the  very  serious 
defects  in  those  laws  as  demonstrated  by  ex})erience,  there  is  one 
thing  which  1 have  no  doubt  the  gentleman  will  dc — he  will  admit  tliat 
the  plan  I propo.se  is  much  safer  than  was  that. 

3Ir.  Cox.  1 concede  all  of  that,  but  that  svsteni  has  this  in  it  which 

7 t/ 

that  has  not,  that  the  State  had  the  entire  jurisdiction  of  the  entire 
matti'r. 

31r.  Warner.  Yes. 

Mr.  Cox.  Xow  you  have  sidit  the  jurisdiction,  putting  a part  on  the 
Federal  Government  and  leaving  a jiart  on  the  State  government? 
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Mr.  onNSON,  of  Indiana.  Let  me  ask  a (inestion  right  there  \vhi,-li 
IS  suggested  by  the  gentleman  from  Tennessee,  althougli  it  mav  not  be 
directly  on  what  you  are  saying:  What  banking  system  can  the])e(»nle 
of  tins  country  devise  through  the  medium  of  tlieir  State  legislatures 
that  they  can  not  eiiually  devise  in  Congress  through  the  medium  of 
their  Lepresentativesf 

Mr.  WARNtui  Mr.  Chairman,  the  gentleman  from  Indiana  belon-^s 
to  a school  ot  politics  the  members  of  which  sincerelv  believe  that  wlimi 
a matter  can  be  attended  to  with  anything  like  ecpial  convenience  bv 
either  State  or  National  tlovernment,  the  National  Covernnient  slioni:i 
take  It  up.  I belongto  a school  of  politics  the  members  of  which  belie^  e 
that  where  any  matUw  can  be  attended  to  with  anvthing  like  eoual 
convenience  by  State  agencies— indeed  without  siich  extraordin  irv 
inconvenience  as  practically  to  call  in  national  interference  as  a matter 
ot  necessity — that  it  should  be  left  to  the  States. 

Mr  doiiNSON,  of  Indiana.  Now  do  not  you  tliink  that  there  is  more 
likelihood  ot  our  securing  uniformity  by  a general  act  passed  bv  ('..a- 
gress,  tliriiugh  the  Lepresentatives  of  the  [leople  in  Congress’,  than 
there  will  be  to  have  each  State,  through  its  own  legislature,  pass  its 
l>eeuliar  banking  laws?  ’ ^ 

akneu.  It  wliat  the  gentleman  means  is  identity,  I a<»reo  witli 
him;  il  what  the  gentleman  means  is  unityrmity  in  the  sense  I use  it 
all  through  this  matter — that  is  to  say,  uniformity  in  proiier  and  neces 
sary  provisions— I should  say  that  it  is, just  as  practicable  to  elfect  it 
by  such  an  act  as  this,  subject  to  further  action  bv  the  States  as  bv 
an  act  of  the  Federal  Government.  ’ • 

. of  Indiana.  What  I am  driving  at  is  this,  if  each  State 

IS  lett  to  Itself  to  devise,  throu.gh  its  own  legislature,  a banking  law. 
theie  IS  more  likelihood  to  be  a lack  of  iiniformitv  and  soundness  ot 
the  currency,  taking  it  on  the  whole,  than  thvougii  their  representa- 
tives acting  directly  or  in  one  central  bndy,  and  the  point  I want  to 
make  IS  this 

Mr.  Warner.  Our  Eepresentatives  acting  in  this  House  are  natu- 
rally attected  bv  every  wave  of  sentiment,  soun.d  or  unsound— I mean  to 
characterize  neither— that  tor  tlie  time  being  seems  to  have  the  upper- 
most in  politics.  It  this  luatter  was  referred  to  the  States  tliemselves,  the 
states  would  be  attected  by  such  iiitiueiices  as  work  upon  them  locallv 
Now, sir,  I have  found  the  nearer  you  get  home  to  what  a man  is  resixmsi- 
bletor  locally,  and  to  what  he  knows  about,  the  more  conservative  he 
IS.  For  exainple,  there  is  no  question  but  that  the  State  of  Arkansas, 
n 1 am  not  mistaken,  would  instruct  its  Representatives  to  procure  the 
United  States  to  issue  tiat  money.  I believe  there  is  not  a district  in 
Arkansas  from  which  a representative  in  the  State  legislature  would 
not  receive  his  recall  to  permanent  luivate  life  should  he  propose  that 
tiie  otate  of  Arkansas  do  any  sucdi  thing. 

tioii  i’  Illinois.  If  you  will  allow  me  to  ask  one  qiies- 

Mr.  M arner.  Just  a moment.  In  other  words,  IMr.  Chairman,  while 

1 appreciate  the  number  of  the  ])olitical  wild  animals  still  roviii"'  about 
this  country,  alihough  I might  classify  them  in  a different  wav  froni  what 
would  the  gentlenmn  from  Indiana;  my  own  i<lea  is  that  it  i'sa  iilagued 
sight  safer  to  let  those  animals  rove  in  their  own  locality  until  thev  are 
killed,  in  the  ])laces  which  they  curse  the  most,  than  to  bring  hiem 
here  in  a meniygerie  to  scare  the  nation. 

Ml.  Johnson,  of  Indiana.  Do  you  not  believe  a monetary  heresy  or 
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craz(‘  may  seize  the  best  portion  of  the  countr.v  and  obtain  reco.gniti  »n 
which  would  not  be  injurious  in  a State  legislature  where  it  was  utterly 
powerless,  but  which  when  linally  exjiloited  and  found  its  wav  here  in 
the  National  Government  might  iiitluence  the  entire  coiintrv  ' 

Mr.  Warner.  1 do  not  believe  there  is  a State  legislature,  acting  in 
reference  to  State  law  upon  matters  for  which  the  State  is  responsible, 
and  in  which  its  citizens  are  primarily  interested,  that  would  not  be 
more  conservative  than  would  the  same  legislature  in  egging  on  Con- 
gress to  do  something  in  which  it  had  no  responsibility  except  in  com- 
mon with  others. 

]\Ir.  Cox.  Amen. 

Mr.  Henderson,  of  Illinois.  The  (iiiestion  1 want  to  ask  is  this.  If  it 
would  be  true  that  Arkansas  would  instruct  her  Represeiirafives  and 
Senators  in  favor  of  fiat  money,  why  would  not  they,  if  they  had  the 
power,  issue  tiat  money  themselves? 

Mr.  Warner.  .My  dear  friend,  that  is  just  exactly  what  they  would 

not  do.  You  take  the  men  on  this  iiuor  whom  von — not  mvself — mav 

1.  « 

pick  out  as  being  absolutely  unsound  on  the  linancial  inopositions 
raised  in  this  House,  and  examine  them  as  to  their  capacity  to  conduct 
their  own  affairs,  and  the  extent  to  which  they  have  been  conservative, 
in  their  inivate  business  and  I think  you  will  lind,  without  exception, 
that  they  are  perfectly  stainless  from  your  own  standiioint. 

Mr.  Johnson,  of  Indiana.  If  your  argument  proceeds  upon  the  the- 
ory that  the  State  is  an  identity 

Mr.  llRosius.  I was  just  going  to  ask  if  the  gentleman  would  allow 
himself  to  be  called  home  to  his  bill  by  a tpiestion  that  I would  like  to 
put  to  him.  In  regard  to  the  state  of  security  we  have  (leveUqied  in 
the  ]irogress  of  thirty  years  to  a high  state  of  iierfeetion,  but  the  dilU- 
culty  is  in  regard  to  the  state  of  elasticity.  Now,  I would  like  to  have 
the  gentleman  give  me  his  judgment  whether  the  ]>rovisions  of  his  bill 
would  be  likely  to  secure  a higher  degree  of  elasticity  than  we  may 
secure  under  the  national  banking  system  with  such  moditications  as 
might  be  suggested  by  himself. 

Mr.  Warner.  To  the  extent  that  the  matter  of  the  organization  of 
banks  and  their  ])ermission  to  do  business  is  left  to  the  several  iStates, 
to  that  extent  will  local  laws  be  from  time  to  time  so  moditied  as  to  ena- 
ble banks  to  meet  the  demand  for  elasticity  of  the  currency. 

It  will  be  easier,  from  time  to  time,  in  accord  with  the  needs  of  the 
several  sections  of  the  country,  to  adjust  the  currency  circulating 
within  those  sections  if  the  matter  is  left  with  each  State  to  act  when- 
ever it  may  see  ht  and  in  such  direction  as  it  sees  fit,  compelled  all  the 
time  to  act  within  lines  of  safe^v,  than  if  by  any  system,  no  matter 
how  perfect  it  may  be,  we  shall  attempt  to  do  the  same  thing  through 
Federal  legislation.  The  State  legislature  has  }mwer  to  adajit  its  leg- 
i.slation  to  the  needs  of  the  locality  and  the  local  development  of  Imsi- 
ness.  Something  which  would  be  perfectly  immaterial  as  to  the  .sound- 
ness of  the  currency  might  be  very  material  to  its  elasticity  in  certain 
quarters.  Again,  if  Texas  or  Missouri,  for  example,  proposed  .something 
which  would  be  rea.sonable  or  desirable  there,  but  in  New  York  or 
Massachusetts  might  be  dangerous,  or  at  least  not  desirable,  delay, 
inconvenience,  and  friction  might  re.sult. 

The  result  would  be  just  the  same  in  Federal  legi.slation,  as  eomi»ared 
with  State  legislation,  upon  this  subject,  as  it  is  now  with  the  decisions 
of  our  U.  S.  Supreme  Court  oq  commercial  matters,  in  conqiarison  with 
those  of  our  State  courts.  It  is  notorious  that  if  you  m ant  to  know  what 
the  law  will  be  in  the  Federal  courts,  all  j'ou  have  got  to  do  is  to  read  the 
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statutes  and  dooisions  of  Xew  York,  Tllinois.  ]\rassaelinsetts,  ami  a few 
other  states.  If  you  waut  to  know  wliat  is  the  Fedei-al  law  iii  a ease  not 
already  deeided.  you  have  s'ot  to  calculate  how  far  the  IT.  S.  !Sui>reme 
Court  is  behind  tliose  states.  So  in  regard  to  tlie  adjustability  of  a 
banking  system  to  meet  local  as  well  as  general  ilevelopments  in 
7uethods  ot  doing  business,  the  system  f propose  would  be  superior  to 
the  Federal  system.  I do  not,  however,  wish  to  be  understood  as  sug- 
gesting that  the  main  requisites  for  securing  elasticity  could  not  be 
secured  under  a Fedcu-al  system. 

1 h('  CiiAiR'UAN.  Now  let  us  go  back  to  another  matter,  and  that  is 
the  matter  of  final  redemption;  the  Canadian  svstem  is  a national  svs- 
tem  ? . 

>ir.  Warner.  Yes. 

The  CiiAnniAN,  You  have  assimilated  your  system  to  that,  and  the 
whole  banking  system  of  Canada  is  governed  by  a law  passed  by  the 
nominion  of  Canada? 

]\lr.  Warner.  Yes. 

Tlie  CnAiRMAN.^  That  law  provides  that  each  bank  shall  deposit  an 
amount  equal  to  a ]»er  cent  of  the  average  circulation  with  the  (lov- 
ernment.  to  be  called  a redemption  fund,  and  when  a bank  fails  the 
whole  fund  that  has  been  deposited  by  all  the  banks  is  liable  for  the 
circulation  of  that  failed  bank,  and  the  liquidator  immediately  applies 
it  to  the  i^)ayment  of  all  notes  outstanding,  ami  as  soon  as  the  banktai^s 
to  pay  on  demand,  the  notes  ot  that  bank  draw  (5  ]>er  cent  interest, 
and  so  the  bills,  instead  of  going  down,  go  to  a ])remium.  Now,  the 
Scotch  system  is  a Joint  system,  every  bank  is  liable  for  all  the  circula- 
tion, but  they  apply 

?\Ir.  \\  ARNER.  As  to  that,  there  is  no  reason  why  we  should  not  have 
the  branch-baidc  system  liei'e. 

Tlie  CiiATRAiAN.  So  yon  have  only  one  system  in  each  case  under 
which  all  the  business  of  the  bank  is  wound  up.  and  therefore  it  does 
i^s  work  Avell  in  ordinary  times;  but  that  is  vei  y difi'erent  from  a systcju 
where  you  simply  enter  inro  a portion  of  the  business  of  winding  u]> 
the  liank  by  the  Cxovernmentand  leave  the  bill-holder  in  an  uncertainty. 

1 would  like  t<7  have  you  explain  the  difference  between  the  system 
upon  which  you  base  your  bill  as  a jirecedent  and  the  one  whicli  you 
have  actually  adopted. 

31  r.  AVarner.  The  chairman,  exce])t  in  a few  particulars,  has  fairly 
stated  the  basis  ot  tlie  ('anadian  banking,  so  far  as  redemption  is  con- 
cerned: and  I have  only  to  say  in  regard  to  that  that  Canada  is  rather 
comparable  to  one  of  onr  States  than  to  our  whole  country;  and  the 
reasons  which,  to  me,  make  a State  system,  as  distinguished  from  the 
national-bank  system  of  the  gentleman  from  Illinois,  desirable,  are 
also  in  favor  of  leaving  as  much  as  may  be  to  the  State  and  as  little  as 
may  be  to  the  Gmieral  Government.  The  only  reason  why  I have  not 
]*rovided  that  there  should  be  a central  place  of  redenqition,  that  there 
should  be,  a guarantee  fund  to  start  with  ol‘,  say,  5 ])er  cent,  to  be 
increased,  say.  to  10  or  15  per  cent,  etc.,  etc.,  is  because  that  after  going 
over,  as  far  as  I was  able,  our  expeilence,  it  seemed  to  me  it  was  not 
neci^ssarv. 

L 

T!io  value  of  pyiauTeney  system,  especially  in  its  prompt  utilization 
by  those  who  wish  to  borrow  ea])ital  on  as  easy  terms  as  ])ossible,  and 
as  lefiards  the  whole  (piestion  of  elastica'ty,  is  laruely  dependent  upon 
the  lack  of  those  tilings  whidi  offer  obstacles  to  its  l)ein*»’ used  and  are 
a ]>raeti(*al  tax  u}>on  its  use.  1 therefore  feltitmyduty  in  drawing' this 
bill  not  to  go  lurther  than  the  conservative  basis  of  experience  suggested. 
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ThtU'c  are  norea.'^ons,  however,  why,  if  the  jiroyision-sof  thi.sbill  arc  not 
ample  for  the  imrpose,  amendment.^  sliould  not  be  had  which  shall 
meet,  and  more  than  meet,  the  very  difference  to  which  the  gentleman 
has  called  attention,  between  this  bill  jiroposed  and  that  now  succe.ss- 
ful  in  Canada. 

Mr.  Johnson,  of  Indiana.  The  Canadian  .system  takes  no  note  of 
geographical  limits,  although  Canada  is  ipiite  a large  country.  It  is  a 
broad  national  act  to  furnish  the  i)eoi>le  with  the  currency. 

31r.  Brosius.  Tliero  is  not  a province  in  Canada  that  has  any  agency 
in  the  currency  of  the  country  at  all;  the  Dominion  of  Canada  is  a 
unity. 

Mr.  Warner.  Cmpie.st  ion  ably. 

3Ir.  Cox.  It  is  absolutely  rei>ugnant  to  our  system  of  government. 

3Ir.  Johnson,  of  Indiana.  Has  it  occurred  to  the  gentleman  that 
there  may  be  moie  relnctance  in  regard  to  a guarantee  fund  for  the 
practical  guarantee  of  the  solvency  of  every  bank  where  41  States 
will  have  to  frame  laws  under  which  the  banks  would  be  conducted 
than  if  all  of  that  was  framed  under  one  general  law? 

Mr.  Warner.  I have  no  doubt  the  gentleman  is  entirely  correct. 
The  answer  to  that,  however,  is  this.  Putting  as  liberal  an  estimate 
as  experience  would  Justify  upon  the  rate  of  the  assessment  proper  to 
be  reipiired  to  make  up  and  keep  good  this  guaranty  fund  under  the 
conditions  suggested  here,  that  rate  is  so  far  below  the  oiidinary 
expenses  cau.sed  the  banks  by  our  present  .system,  that  there  can  be 
no  question  but  what  it  would  be  pronqitly  and  readily  jiaid,  espe- 
cially since  it  is  in  aid  of  increased  profits  by  facilitating  the  circula- 
tion. As  to  how  much  the  banks  would  stand,  whether  they  would 
stand  ail  assessment  of  2 per  cent  a year,  for  instance,  I can  not  say.  I 
think  they  will  not  be  oppressed  by  the  rate  1 propose.  1 think'it  is 
siitlicient;  and  therefore  I do  not  consider  it  imiiortant  to  discuss 
whether,  under  some  other  plan,  they  might  not  be  willing  to  snbmitto 
a higher  rate. 

The  Chairman.  We  were  talking  about  final  redemption.  In  case 
a bank  tails  and  wants  to  wind  up,  I do  not  know  that  I understand 
what  system  you  have  provided  for  current  redemption,  excei»t  so  far 
as  the  Comptroller  of  the  Currency  shall  prescribe. 

Mr.  Warner.  None  whatever. 

The  Chairman.  Can  he  prescribe  a ditiereut  system  for  one  bank 
from  another  ? 

31r.  3VARNER.  Certainly. 

The  Chairman.  It  is  in  his  discretion  ? 

3Ir.  Warner.  Absolutely. 

The  Chairman.  To  say  what  each  bank  .shall  do  for  itself? 

_ 

3Ir.  Warner.  I have  no  doubt,  as  a matter  of  fact,  the  practice  will 
become  crystallized  into  a very  ])lain  system  of  rules  within  the  first 
year,  and  that  it  will  continue  almost  uniform  except  as  modified  by 
the  develoi)ment  and  facilities  of  commerce. 

The  Chairman.  Now,  I want  to  ask  if  you  think  there  is  a man  in 
the  United  States  who  is  so  wise  and  great  as  to  be  intrusted  with 
power  so  im])ortant  as  to  exercise  solely  upon  his  discretion  that  respon- 
sibility with  nobody  who  can  make  him  even  by  mandamus  do  this  and 
that  or  the  other ; he  is  above  the  courts 

3Ir.  WARNE*k.  I appreciate  the  suggestion  of  the  gentleman,  and,  as 
I mentioned  in  an  earlier  hearing,  this  is  the  one  clau.se  of  this  bill  about 
■which  I have  had  the  most  doubt.  1 believe  that  without  such  pro- 
vision at  all  these  notes  would  be  perfectly  safe.  It  is  unthinkable  to 
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1110  tlmt  it  is;  nooessiirytliat  we  ^ilioiild  linvo  FtMlonil  statutes;  to  ]>rovont 
]i('o|»io  from  (I'liiio-  wliat  is  (‘ithor  iinpracticaldo  or  uiijmofitablo,  as  ot‘r- 
taiiiiy  would  Im  tito  attempt,  witli  the  lime  liylit  of  tlie  press  of  this 
eouiitiy  tlirow  ii  u])(iu  ir,  ot  any  baidc  to  make  miicli  ])i'ofit  out  of  eireula- 
tion  wPliout  i»rovidin,ii’  adequate  provisions  lor  ri'demotion.  1 have 
no  question  myselfbnt  wliat.as  a matter  of  faet.  tliere  will  not  1h'  b iier 
cent  oi  tlu'  banks  td'  the  whole  country  hut  v hiidi.  dirm-tly  or  tlirou‘>h 
some  intermeiliary.  will  Heai-  at  Xew  V..rk.  ( 'hiea-o.  Sf.  Louis,  and 
other  eitu's.  I'he  provision  of  this  bill  is  jait  here  simplv  a>  t«i  addi- 
tioim  1 — ].i(‘l»:!hly  suiK-r:!ur*us — s;i 

.M. . ooiiNsoN.  (»t  Indiana.  ^Vll  le__;islation  ]iroceeds  u])on  the  tiieorv 
ot  tne  lallibilit_\' ()t’ the  peojde. 

.Mr.  Wakxku.  lJul  not  of  th(>  infallibility  of  legislators, 

blr.  dniixsn.v.  of  Indiana.  That  is  trm*.  ’ 

.Mry\  Attxr.i;.  Tins  is  an  enframdiisement  of  the  bankin'^  eurrenev 
oi  this  eountry  upon  certain  conditions,  and  it  will  take  somi'  time  tor 
this  to  j^et  into  praetii-al  operation.  This  act  jirovides  that  whatever 
rules  the  ( ’omptroller  may  adopt  shall  be  submitted  to  doim-ress  within 
.so  many  days  after  the  be<;-innintr  of  its  session.  And  there  is  nothin-'' 
even  it  he  did  not  submit  tln-se  rules,  to  prevent  Cono-ress  fu.m  takiim' 
such  till  ther  ai'tion  as  it  may  see  tit  in  limitiny  his  discretion.  Lv  tiie 
lirovisions  (»f  this  act  the  attention  of  the  Con<iress  and  the  press  of  this 
country  is  to  be  called  to  those  rules  very  soon  after  ron^tress  meets. 

It  is  not  a question  ot  taking’  an  old  system  and  jjivine'  to  a ‘gentle- 
man at  the  other  end  ot  the  avenue  the  capacity  to  throttle  it : it  is  talc  in  e' 
a new  .system  and  ]mttin.e'  upon  it  Just  su-di  safeu'imrds  as  we  believe 
will  practically  insure  its  safety,  and  then  aliowiu'o-  him  until  Cone'ress 
meets  to  make  such  rules  as  within  tlie  provisions  of  this  act,  not  incon- 
sistent w ith  it.  he  shall  think  i)ioi>er  in  re->ard  to  details,  which  we  can 
aiterwards  chano'e  if  we  please.  My  own  belief,  Mr.  rhairman.  is  that 
ten  years  alter  any  system  of  this  kind  ^'oes  into  operati  m.  the  onlv 
call  for  the  exercise  iif  di.scretion  of  tin-  Comptroller  will  be  in  the 
line  ot  adaiiting-  this  system  to  some  new  de^■elo]unent  of  cleariii"' 
Imiises  or  communication  tacilities;  and  that  by  that  time  the  jieoiile 
will  have  become  so  used  to  knowing'  that  thevean  attend  to  their  own 
jusiness  that  in  all  jirobability  this  power  of  ihe  ('om]»troller  to  make 
•ules  will  be  absolutely  Ibrit'otten,  unless  in  a ,yood,  fresh  burst  of  Demo- 
'raticfeelmo-  ir  sliould  be  thought  best,  because  they  have  not  amounted 
o anythini:' p'od  for  many  years,  to  take  away  the  restrictions  that 
etter  the  natural  development  of  banking-  in  tlie  States. 

Mr.  Joiixsox.  of  Indiana.  Are  not  ])eo])le  at  tending  to  their  business 
nther  through  ( 'ong'  ess  or  their  State  legislatures  when  thevpass  a law 
■egiilating  any  imrticular  kind  of  bii.siness  ? 

blr.  AitXKU,^  In  one  .sense,  yes.  There  is,  however,  a way  of 
ittending  to  one's  business  which  interferes  with  tlielmsiness  of  other 
nen  and  communities,  and  there  is  a way  of  attemling  to  one's  Inisi- 
icss  by  alistaining  from  botliering  as  far  as  possible  witli  other  peoiile's 
msiness: — and  that  is  Democratic. 

.Mr.  .loirxsox.  of  Indiana.  The  gentleman  is  evidently  afraid  of  too 
iiucli  legislation? 

.Mr.  \\  AKXEit.  Exactly:  I believe  our  principal  business  is  to  repeal 

bad  laws. 

.Air  .loiixsox.  of  Indiana.  I am  afraid  the  gditleman  will  succeed  in 
jiiUting  a bad  law  upon  the  statute  books. 

.i!r.  fbtnsir.s.  A\  here  a business  is  a general  business  a man  can  only 
1 tte  d to  his  own  busine.ss  by  attending  to  the  business  of  imoiile  "eii- 
< rally  at  tlie  sametime?  ” 


BAXKIXG  AXD  CrRPF.XCY.  h i 

Air.  AYarxer.  I accede  entirely  to  the  gentleman's  suggestion.  The 
main  dilference  is  iii  the  tendency  of  men.  Some  lind  it  easy  to  believe 
that  a particular  thing  is  an  excuse  for  attending  to  other  people's 
business;  and  others  tiud  it  hard  to  believe  that  anything  but  the  mo.st 
urgent  necessity  justilies  anyone  in  interfering  with  anybody  el.se's 
business. 

The  Chairman.  I desire  to  have  Air.  AA'arner  (-xphiin  whether  the 
propo.sition  to  delegate  to  the  Comptndler  the  ])ower  ti;  make  regiila 
tions  in  regard  to  current  redemidion  of  these  notes  is  not  in  fact  a dele 
"ation  c)l  legislative  power  by  ('ongress  to  rhe  hands  oi  an  individual ! 

Air.  Warxr.r.  It  is  so  only  in  the  sense  that  discretion  as  to  any 
detail  of  business  in  any  Exeeiitive  Do;i:irtment  is  a delegation  of  leg- 
islative ]iower.  The  Exei-ntive  1 )epartments  are,  of  course  our  agents 
in  one  sense:  anything  they  do  or  leave  undone  are  our  a ts  and  omis- 
si'ins:  and  the  leaving  to  th'.‘m  of  any  discriMion  is  le.iving  to  tiiem  a 
matter  whii'h  might  possibly  eoim*  within  legislative  jiower. 

The  question,  however,  is  not  as  to  t'aeory.  The  gentleman  will 
immediately  admit  if  we  start  down  at  tbe  last  detail  a-,  to  how  the 
Treasury  Department  is  going  to  be  run,  that  he  wouhl  go  a great  \vay 
before  he.  would  interfere  witii  the  di.'.cretion  of  our  i-xecutive  oln<-er.s 
ill  I’egard  to  details  and  metiiods.  On  the  othc^r  hand  I admit  that  it 
we  start  from  the  top  down  we  wouhl  go  a great  way  oelire  1 should 
not  hesitate  in  leaving  any  discretion  wliat-ever.  The  (juestion  ;s  >impiy 
where  the  line  is  to  be  drawn;  and  whether  the  question  is  one  ot  busi 
ness  which  may  be  ])ro;ierly  left  to  an  executive  oflicer.  or  a question 
of  ])olitics  which  can  not  be  ])ro[>erly  hd’t  to  him. 

Air.  Johnson,  of  Indiana,  it  is  a very  hard  thing  to  h ive  the  gov- 
ernment of  many  men  without  a little  (lelegation  of  power. 

Air.  AA'ARXER.  It  is  inqiossible. 

Thereupon  the  comiuittee  adjourned  to  meet  ou  Friday.  February 
23,  16t»I:. 


Committee  on  Banking  and  Currency, 

Fritlay,  February  :23^  1891. 

The  Committee  on  Banking  and  Currency  this  day  met.  lion.  \A  illiam 
AI.  .Springer  in  the  chair. 

Hon,  John  De  AVitt  Warner,  a Reiuesentative  from  the  State  of 
A>ew  A'ork,  a[>peared  before  the  committee  in  continuation  ot  his  remarks 
ou  11.  K.  .Aoh.!. 

.Air.  AVarner.  Air.  Chairman  and  gentlemen  of  the  committee : lam 
a little  uncertain  how'  far.  so  far  as  the  bill  it.self  is  concerned,  1 may  lie 
deemed  to  have  ]>roceeded.  but,  as  I understand,  the  gron.iid  has  juacti- 
cally  been  covered  down  to  and  including  line  5(5,  on  page*  3.  The  next 
jiaragraph,  paragrajih  I.  .sinqily  makes  deiinite  what  notes  shall  at  any 
time  be  considered  as  outstanding  and  jirovides.  for  the  jmrposes  ot'  this 
act,  that  all  notes  shall  be  considered  as  outstanding  after  the  blanks 
have  been  once  issued  by  the  Comptroller  until  their  actual  destroyal 
shall  be  made  and  registered  by  him. 

There  will  occasions  arise  which  wouhl  not  be  met  by  that  provision. 
For  instance,  a steamer  might  sink  in  mid  ocean  carrying  down  a large 
amount  of  those  notes.  It  has  never  been  found  practical.  howe\er.  in 
any  legislation  to  provide  for  s])ecial  cases.  They  have  been  dealt  with 
by  sjiecial  legislation  wlieiiever  occasion  arose.  So,  to  any  objection  to 
the  provision  here,  that  it  does  not  apply  to  every  possible  case,  my 
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iTis\\er  is  it  df^os  upply  to  oasos  Avliicli  ran  ]»ro])orly  bo  mot  1)\'  a 
n‘al  art,  i!ml  tliat  exiratn'dinary  oasos  will  havo  t<»  ho  ima  in  tliol'utnn^ 
IS  in  Tlio  nast.hyspooial  lo-islation.  Wo  iiad  spocaal  louislation,  as  you' 

A-ill  romombor,  in  lee-ard  to  bonds  at  the  time  oi'  tlie  yUuilrAiUui  bank 
'obboi’v, 

i 

T!if  next  i>ara”Tai)li  is  ])iiraoT:ii>li  .“i,  on  payv  1 of  tlia  bill.  It  pro- 
i(U‘S  lor  voportsby  every  liank  or  banking  assoeiation  whirl,  si, all  take 
Klvantage  ot  tins  act.  and  which  is  i„,t  a national-bankiny  associatioi, 
aieh  reports  bein- precisely  the  same  in  character  and  extent  as  are 
low  required  by  the  national-bankin-  act  of  iiationaMiankin- assori- 
• itions.  Ihe  reason  tor  the  exeei>tion  of  the  national-bank  associations 
ly  this  act  IS.  ot  course,  iierfeetly  iilaiii.  They  are  aba'adv  provided  for 

>y  lejrislation  which,  so  far  from  bein--  repealed,  is  (‘xpresslv  conlirmed 
>y  This  not. 

The  next  parao-rapli— jiaraffraph  (!,  on  pa^’e  .“.—provides  for  the  ri-lit 
i lulthedup-of  inspection,  by  the  Cimiptniller,  of  the  banks,  not  national 
banks,  taking:  advantage  ot  this  act  to  tiie  same  extcmt  as  he  ikmv  lias 
the  rio-lit  and  duty  in  re.a'ard  to  national  banks.  'J'he  reason  whv 
1 ational  banks  are  exee{>t,‘d  from  this  ])avtieular  jirovision  is  tlu‘  same 
: s in  tlie  ease  of  the  sinhlar  exception  from  the  former  provision. 

rhere  is.  however.  , me  point  in  this  connection  to  wiiieh  it  m'av  be 
]uopp  to  call  attention.  While  the  riqiortsaiul  investio'ations  am'i  the 
] ublicity  ot  tlie  result  of  these  reports  and  iiis]  (>etions  are  the  san,e  as 
1 ow  provided  for  in  reference  to  national  banks,  there  is  nothing  in  ihe 
j ct  by  wliicli  theCo:n])trolIercaii  take  advantage  of  the  n^sults  of  tlit^sc 

I ispeetions  and  reports  to  snperxise,  control,  (.r  in  any  wav  direct 

tae  eour.se  ot  the  bank  so  insjiected  or  rejiorting  except  in  one  ref>’ard. 
He  IS  lett  with  the  discretion  of  Judgii,g  whether  the  results  of*siich 
i?ports  justify  the  issue,  if  it  is  asked,  of  more  blank  notes  under 
t as  act.  W ith  that  exeeption.  the  object  and  effect  of  these  examina- 
t ons  and  these  reports  is  simply  to  give  such  jmblicity  to  the  affairs 
of  each  institution — to  secure  a collation  at  the  point  where  it  will  Ixi 
most  accessible  to  tlie  whole  country  of  the  result  of  the  examination 
of  these  institutions,  and  thereby,  as  far  as  pos.sible.  on  the  one  hand 
t ) keel,  the  public  informed  of  their  status,  and  on  the  other  hand  to 
give  the  imblic  the  benellt  of  the  natural  rivalry  which  would  arise 
between  these  systems  to  make  them  as  ]ierfect  as  ]!ossil,le— this  in 
o der,  nut  by  control,  but  by  inducement  on  the  one  hand  and  a men- 
a’e  ot  loss  ot  circulation  and  credit  upon  the  oiher,  to  bring  about  the 
n ost  healthful  and  most  prompt  development  in  the  direction  of  seciir- 
11>  of  the  «tate  system  thus  [lermitted.  It  is  not,  exce[it  indirectly 
a pioxisiou  tor  the  security  ot  the  notes  which  are  issued ' ’ 

Mr.  Joiixsox,  ot  Indiana.  In  other  words  the  Comptroller  mav  make 
e vaminations  and  publish  the  information,  but  has  the  Comptroller  any 

)wcr  to  t.roceed  and  aiiiioint  a receiver 

31  r.  Waknek.  Xo. 

31r.  Joiixsox.  of  Indiana.  All  tlie  jiower  he  has  is  not  to  deliver  Hie 

II  )tes— that  is.  any  additional  notes,  if  he  thinks  tliev  have  not  com- 
p led  with  the  ])ioyisions  of  this  bill  or  if  he  exj.ects  it^to  fail. 

Mr.  Waknek.  There  is  no  S]iecial  result  as  regards  notes  which  are 
a. ready  outstanding,  excejit  in  so  far  as  the  tendency  of  this  system  of 
ei.amination  and  these  rcjiorts  shall  bring  about  a inore  conseix  ative 
e<  ur.se  of  bu.sine.ss  on  the  part  of  the  liank  and  a more  limited  accei.t- 
aiice  ot  notes  on  the  i»art  of  the  imblic  in  case  its  condition  has  not 
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3Ir.  Riiosirs.  Do  I understand  the  Coniiitrollei  has  no  power  to  clo^e 
a bank  under  any  circumstam-es  ? 

3Ir.  \\  AHNEll.  2so,  sir;  not  the  slightest.  II<“  lias  nothing  whatever 
to  do  with  it. 

_ 3Ir.  IlRosirs.  But  he  determines  whether  it  shall  have  any  circula- 
tion in  the  beginning? 

-Mr.  ’W  AHAKK.  r i,qucslional)ly. 

3Ir.  Bkosius.  Suppose  after  it  gets  its  circulation  and  it  is  dis- 
covered to  have  perpetrated  a fraud,  he  has  no  i»owcr  to  withdraw  it? 

Mr.  Warner.  Xot  the  slightest.  It  wouhl  do  no  good  if  he  had  the 
power;  he  could  do  nothing  im.re  than  marshal  the  assets  of  the  liank 
and  the  guarantee  fund  in  his  hands  to  pay  tlie  notes,  lie  is  to  have 
the  power  to  witidiold  the  giving  out  more  notes,  and  tiiereiore  would 
actually  have  the  power,  .so  far  as  security  of  ciri-iilation  is  concerned, 
that  he  now  has  under  the  national-bank  "act  The  ditfercnce  is  tliis, 
that  I have  left  him  without  that  aiipareiit  guardianship  over  every- 
thing on  earth,  upon  which  jieople  rely  for  protectioi,  in  times  when 
there  is  no  trouble,  and  which  tliey  find  worihle.--.-^  whenever  the  .^tiaiii 
really  comes.  The  omission  of  this  takes  away  from  tlie  notes  no  security 
which  by  any  possibility  they  would  have  i,y  giving  the  Comptroller 
additional  powers.  It  sinqtly  avoids  a contliet  after  the  colt  has  been 
stolen,  if  it  has  I, ecu  stolen,  lietween  two  authorities,  as  to  whiidi  one 
shall  lock  the  stable  door.  • 

3Ir.  Cox.  In  the  first  instance,  if  they  Inure  got  the  currency  and 
misapplied  it  or  have  been  guilty  of  fraud,  everything  the  Comptroller 
can  do  is  to  say  that  they  shall  not  ha\e  anything  more? 

3Ir.  AVarner.  Precisely;  that  is  all  that  he  can  do  now. 

3Ir.  Brosius.  Oh,  no. 

3Ir.  AVarner.  He  can  .stop  the  bank,  but  what  good  does  that  do? 

Air.  Cox.  Then  who  shall  sto{»  the  bank? 

Air.  AA  ARNER.  Any  man  who  Indds  one  of  its  notes  or  one  of  its 
obligations  ami  who  wants  it  stopjied. 

Air.  C ON.  To  wliat  c'oiii‘t  would  it  y’o? 

Air.  \A  ARNER.  In  a iState  court  if  he  was  a citizen  of  that  State,  and 
to  the  United  States  court  if  he  was  a citizen  of  another  Htate.  Any 
man  who  holds  any  note  or  obligation  of  that  bank  is  left  ab.solutelV 
free  to  stoji  it. 

Air.  Cox.  One  more  <iuestion,  if  you  please.  1 understand  that  i»roc- 
ess.  Now  an  apjdication,  say,  is  made  for  taking  out  currency  ? 

Air.  AVarner.  Yes. 

Air.  Cox.  And  the  bank  insists  that  it  has  i-onqilied  with  the  law  and 
the  Comptroller  insists  upon  the  other  side  that  they  have  been  guilty 
of  fraud.  Then  there  is  a sligr]>  conflict  between  the  bank  and  the 
Comptroller;  who  is  to  decide? 

AA'arner.  The.  Comptroller  is  absolute  until  that  authority  is 
curtailed  in  .some  way  by  Congress. 

Air.  Cox.  It  will  then  take  additional  legislation  to  relieve  that  bank, 
notwitli.standing  it  may  be  absolutely  solvent? 

^ Air.  AA'arner.  I ha^'e  no  doubt,  after  the  first  report  here  from  the 
Comptroller,  that  there  will  be  a section  or  two  added  to  this  bill  which 
will  be  a guide  and  a limit  to  some  extent  in  the  exerci.'-e  of  his  disere- 
tion.  1 have  no  doubt,  as  the  operation  of  the  act  goes  on.  that  pre- 
cedents will  become  more  and  better  established  and  legislation  more 
deiinite,  so  the  ipiestiou  my  triend  raises  will  become  almost  an  imma- 
terial one.  I'or  the  lucseiit,  however,  he  possesses  the  iliscretion  given 
by  the  bill. 

3>soo  wa 4 
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Mr.  rnx.  Tliove  is  no  way  you  <-aii  read)  tlie  ('oniptroller  unles.s  there 
is  le!.i'is]ation  direetiii”  liiiu  to  issue  nion*  inonei  ? 

Mr.  VV  VKNEI!.  No. 

i\Ir.  ('ox.  He  ean  not  be  tinn  hed  by  tlie  eoiut>? 

i\lr.  Waunek.  The  very  nioinent  yoix  inak(de,iiislation  providing- eer- 
tain  limits  or  providing  eertain  <‘<niditions  then,  upon  conipliunee  witli 
those  eonditions  or  uipon  tin*  elaim  it  lias  been  complied  with,  you  ean 
mandamus  the  ('omptndler  I believe. 

Mr.  Hale.  Hut  yon  give  tin'  (’oiuittroller  here  Judicial  imwer,  Ihere- 
fore  1m‘  is  not  bable. 

Mi-.  Waknek.  For  the  time  being,  nmpiestionably : until  we  can  see 
our  way  dear  to 

Air.  IIall.  Hut  1 mean  under  your  liill  ? 

.Mr.  Cox.  Now.  your  legislative  power  also  is  granted  power  that 
it  sliall  issiu'  curreni-y .' 

Mr.  Wakner.  Under  eertain  conditions  named  in  the  act. 

Air.  ('ox.  Now.  then,  w hen  that  is  done  it  raises  a question  ol'  soim* 
character  or  hind.  Now.  suppose  tlie  Comptroller  says:  “ 1 do  not  think 
you  have  complied  and  1 will  not  do  it."  'I’licn  you  are  driven  to  the 
United  States  courts  for  a mandamus  for  the  construction  of  the  act. 

All.  Warner.  I’recisdv. 

t 

Air.  ('ox.  When  you  do  that  can  you  mandamus  the  Comi»troller  of 
the  United  States  in  a State  court .' 

Air.  Warner.  In  a State  conrt  f I should  imagine  not.  under  a Fed- 
eral act. 

Air.  Cox.  Well.  1 am  trying  to  get  your  mind  on  this  point;  you  will 
necessarily  have  to  go  to  a Federal  court  to  exercise  that  powei"? 

Air.  AVarner.  Unipiestioimbly ; and  any  legislation  which  we  pass 
here,  enfranchising-  in  any  way  a State  banking  .system  from  the  iinin  is- 
onment  to  which  it  has  been  subjected  for  the  last  thirty  years,  is  sub- 
ject to  iirecisdy  the  same  .sugg(*stion. 

Air.  Cox.  Now,  a moment  ago  yon  held  when  a bank  was  in  an  insol- 
vent condition  the  Comptroller  could  not  wind  it  u]»  or  put  it  in  the 
hands  of  a receiver?  You  then  said  the  note-holder  must  come  to  the 
State  courts? 

Air.  AVarner.  To  the  State  court  if  he  is  a re.sident  and  to  the  U. 
S.  court  if  he  is  a nonresident. 

Air.  Cox.  Does  your  act  confer  jurisdiction  upon  the  State  and  Fed- 
eral courts  ? 


Air.  AA’arner.  Not  the  slightest. 

Air,  (fox.  Then,  if  he  has  to  go  to  the  State  court  to  -wind  up  a bank, 
and  you  have  to  go  to  the  F'ederal  court  to  get  a mandamus  on  the 
(fomptroller  to  comply  with  the  law,  then  you  meet  tw'o  jurisdictions 
in  1 eg:ird  to  it  ? 

Air.  AA’arnek.  Not  the  .sliglitest.  It  is  only  one  of  the  eases  which 
may  arise  under  any  act,  on  account  of  the  ridations  between  the  State 
ami  Federal  courts — not  on  account  of  the  jihraseology  of  any  particular 
act.  but  because  it  is  a matter  as  to  wldeh  ( ongre.ss  has  acted  or  the 
Constitution  speaks.  For  examjile.  if  our  State,  of  New  York  jiassed  a 
law  which  1 ix'lieved  tended  to  impair  the  obligation  of  a contract,  thmi, 
not  because  there  is  anv  authoritv  given  fiv  the  act  to  go  into  tlie  Fed- 
eral  courts,  but  because  of  our  Federal  (fonstitiition,  1 can  carry  that 
jioint  to  the  Supreme  (fourt  of  the  United  States.  In  that  semse  there 
is  a dual  jurisdiction  in  regard  to  nearly  evei-ytliing  we  do.  AA'e  ]mss 
heie  a eeitain  act  of  Congress.  If  there  arises  a (jmestion  of  interi)re- 
tation  of  that  act,  the  Supreme  (fourt  of  the  United  States,  and  the 
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Federal  courts  before  it  gets  tim  e,  are  the  arbiters.  In  this  sensi*  any 
legislation  enacted  by  Congress  may  be  said  to  involve  a <lual  jurisdic- 
tion, unless  it  takes  jurisdiction  awniy  I'roni  the  State  courts. 

Air.  Hall.  1 want  to  say,  in  order  to  clear  the  ipiestion  in  my  own 
mind,  of  w hi'-h  All-.  Cox.  of  Tennessee,  spoke  a few  moments  ago.  Under 
the  sixth  section  of  your  bill,  and  under  the  same  sj)irit  running  through 
tin*  whole  bill,  the  Compti-oller  of  the  ( 'urrency  is  given  certain  judi- 
ci;iry  functions.  He  is  to  decide  wlndher  a bank  has  acted  in  such  a 
way  as  not  to  entitle  it  to  further  currency.  In  deciding  that  question 
lie  acts  in  a judicial  capacity.  I want  to  know  if  then*  is  any  authority 
for  any  court  to  mandamus  an  officer  who  acts  in  a judicial  capacity? 
I just  ask  that  for  infoi'iuation  ? 

Air.  AA'AitxER.  If  w hat  the  g(*ntlenian  refers  to  is  to  cause  by  a man- 
damus a certain  decision  to  be  remler(*d  in  a matter  as  to  which  discre- 
tion is  given,  I answer  him.  no.  If  the  (piestion  is  as  to  whether  a 
mandamus  does  not  lie  to  coiiqiel  anj’  ollicer  upon  whom  a duty  is 
devolvi'd  to  perform  that  liuty,  then  1 say,  yes. 

Air.  Hall.  Hut  that  is  the  \ (*ry  (|Uestion.  Do  not  you  leave  it  dis<-re- 
tionary  w ith  him  here;  do  not  yon  leave  him  that  iilay  of  ground  that 
is  necessary  to  ]ierform  thosi*  functions? 

Air.  Warner.  Umpu'stionably.  unless  this  bill  is  so  amended  that 
it  shall  prescribe  more  delinitely  tin*  conditions  under  which  he  shall 
act,  or  until  we  ha\(*  further  legislation  which  shall  do  so;  then  it  is 
very  iirobable  that,  in  most  of  the  cases  which  might  arise  under  it — 
ouestions  such  as  the  gentleman  raises — tlie  Comptroller  might  ]»lead 
that  he  was  not  suliject  to  mandamus.  Whether  he  would  be  subject 
to  mandamus  afterwards  would  dejiend  upon  the  nature  of  the  legisla- 
tion had. 

Air.  Hall,  Hut  I am  s])caking  of  this  bill? 

Air  AVarner.  I believe  most  of  the  ipiestions  would  be  such  as 
would  not  be  reached  by  mandamus,  I mean  most  of  the  questions 
that  might  arise  unless  further  legislation  was  had. 

Air.  Cox.  As  a rule,  you<*an  not  mandamus  a man  to  perform  a duty 
when  discretion  is  lodged  with  that  man? 

Air.  AAVvrner.  A'ou  can  not  do  it  at  all  so  as  to  take  away  that  dis- 
cretion. 

Air,  Cox.  Does  it  not  follow,  on  the  other  side,  that  where  you  author- 
ize and  direct  him  to  do  a thing,  then  a mandamus  will  lie? 

Air.  AA'arner.  It  will  lie  to  compel  him  to  act.  but  it  will  not  lie  to 
compel  him  to  act  in  the  direction  any  particular  man  wnuits. 

Air.  Cox.  It  will  compel  him  to  act  when  the  law  discloses  what  he 


shall  do? 

Air.  AA'arner.  Precisely. 

Air,  Cox.  Hut  it  iloes  not  compel  him  to  act  when  he  exercises  his 
own  discretion  ? 

Air.  AA'arn'ER.  I think  we  agree,  but  let  me  see.  A mandamus  will 
lie  to  conqiel  an  officer  to  jierfonn  his  duty 

Air.  AA'alker.  Any  ]»rescribed  duty. 

Air,  AA'arner.  To  pt'rform  any  prescribed  duty.  It  will  not  lie  to 
direct  the  manner  in  which  he  shall  perform  that  duty,  provided  the 
law  leaves  it  to  his  discretion. 

Air.  Cox.  Then  you  must  have  your  act  either  one  of  two  ways.  If 
you  confer  discretion  upon  the  Comptroller  there  is  no  way  to  force 
him  to  do  it  ? 

Air.  AA’arxer'.  None  whatever,  until  vou  have  either  amended  this 
act  or  by  subseipient  legislation  made  more  detiuite  provisions. 
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Mr,  Cox,  I wuuld  liko  t<>  know  wliotlu'r  l>v  this  act  or  anv  otlu'r  act 
if  you  ('onfci'  discretionary  ])owers  ii])on  liiiii.  why  as  a niatter  of  course 
tliere  is  uo  jurisdictiou  lyiii”’  in  a inaudanuis  ? 

Mr.  W AKNHU.  Xot  as  to  tlu'  discretional y jiower.  no;  hut  it  is  v«>ry' 
eas\  So  to  liratt  a la  w tliat  tlie  ({uestion  as  to  h is  act  ion  shall  dop('nd  si lu- 
]dy  upon  a proven  state  of  facts,  and  in  that  cast*  you  can  lead  him  l»y 
mandamus  riy-ht  s(piare  u])  to  the  ti‘onM'  and  make  him  drink. 

Mr.  Johnson,  of  Indiana.  Your  bill  reipiires  that  the  Stale  shall 
charter  the  State  banks  and  n'pnire  that  there  shall  be  a first  lien  (d‘ 
the  noteholder  n])on  the  assets  of  that  bank.  Now,  suppose  the  State 
does  that  and  the  (hnnpti'oller  of  the  ('urn  ncy  refuses  to  issiu'  on  the 
ffronnd  it  has  not  dom*  so.  and  it  was  very  clc;'irly  susceptible  of  proof 
that  it  had  been  thine,  the  <*onrt  could  mandamus? 

Mr,  Waknkr.  Yes.  sir. 

Mr.  Johnson,  of  Indiana.  Xow,  1 want  to  ask  you  in  n'eard  to 
another  branch  of  the  subject  which  1 wish  to  g-et  ytm  to  explain.  If 
you  shouhl  unconditionally  rei»eal  the  10  per  cent  tax  upon  Staft'  bank 
circulation  there  can  be  no  eontliet  of  jurisdiction  biUwetm  the  Ftalcral 
and  State  courts,  they  being  all  before  the  State  (*ourts? 

^Ir.  >Yarner.  Xtuit'  caused  by  this  law. 

Mr.  .Johnson,  of  Indiana.  Under  the  national  banking  law  there 
can  be  no  eontliet.  because  evervtliing  is  amenable  in  the  courts  of  the 
United  States? 

Mr.  \Yarner.  Well, 

^Ir.  .Toiinson,  ot  Indiana.  l>ut  under  the  conditions  which  yon  seem 
to  establish  by  your  bill  the  Jurisdiction  must  necessarily  be  divided, 
and  there  may  be  freijueiit  instances  in  which  doubtful  ([uestions  would 
arise  as  to  which  court  would  take  Jurisdiction  of  the  matter;  am  I 
right  or  not? 

Mr.  AYarnek.  Mr.  Chairman,  the  gentleman  is  not  right.  If  we 
simply  have  the  unconditional  repeal  there  would  still  be  possible 
appeal  to  the  Federal  courts  in  any  case;  for  example,  involving  any 
• lue.stioii  of  impairing  the  obligation  of  a contiact,  in  any  case  involv- 
ing the  construction  of  the  repealing  act,  in  any  question’involving  the 
tpiestion  as  to  whether  or  not  some  other  act  upon  the  statute  books 
was  more  or  less  inconsist'cnt  with  the  repealing  act. 

Air.  Hall.  Just  right  there  I want  to  know  if  the  Federal  courts,  in 
ease  of  the  unconditional  reiieal  of  the  State  bank  tax,  would  not  lie 
the  court  that  a man  would  go  into  ninety  nine  times  out  of  a hundred 
if  he  were  a nonresident  of  the  State  iircase  the  bank  had  not  com- 
plied with  the  conditions  to  have  a receiver  ajipointed  under  the  Fed- 
eral courts? 

Air.  AYakner.  Umpiestionably. 

Air.  Hall.  Iherefore,  it  is  open  to  the  same  objection  as  vour  bill  on 
That  iioiiit  ? 

Air.  Warner.  In  the  extent  to  which  this  act  leaves  any  even 
.idministrative  assistance  in  the  hands  of  ihe  Federal  Government, 

I think  the  gmitleman  will  admit  we  have  seen  there  is  a cleai’  demar- 
cation ot  the  Jurisdiction.  There  is,  as  there  must  be  always,  the  ipies- 
Mon  of  the  construction  of  this  act,  but  as  between  the  inost  extreme 
case  the  gentleman  can  imagine  of  the  demarkation  between  the  two 
uirisdictions  and  the  demarkation  laid  down  in  this  iiill,  there  is  no 
material  difference. 

Air.  Johnson,  of  Indiana.  I will  put  the  ipiestion  to  you  ,igain, 
whether  the  absolute  and  unconditional  repeal  of  the  10  per  cent  ui»on 
State  banks  would  not  greatly  simplify  the  question  of  Jurisdiction  as 
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conqiared  with  the  conditions  which  will  exist  under  the  bill  which 
yon  pro] lose? 

Mr.  Warner.  It  Avould  not. 

Air.  Johnson,  of  Indiana.  Ho  not  you  know  Just  to  the  extent  this 
bill  makes  extra  ]>rovisions  to  that  extent  there  will  be  room  for  a cim 
tlict  of  Jurisdiction  ? 

Air.  AA'arner.  Air.  Uhairman,  my  belief  is  that  the  ]>rovi<ions  of  this 
l)ill  are  such  as  are  likely  to  jirevent  a very  much  larger  number  ot 
apjieals  to  the  h'ederal  courts  than  wimld  the  simple  rejieal.  I do  not 
nu'aii  to  say  that  iqion  certain  jioints  there  might  l>e  <*ases  carried  info 
the  I'ed(*ral  courts  nnder  this  bill  wiiieh  would  not  be  lairried  under 
unconditional  rejKMl;  but  what  I do  believe  is.  underthis  bill  thei'c  are 
not  likely  to  be  nearly  as  many  carried  as  there  would  be  under  nneon- 
«litional  riqieal. 

Air.  Johnson,  of  Indiana.  That  is  a remarkalile  jirojiosition  tome, 
and  I confess  it  sniqias.ses  my  undprstanding. 

Air.  AYarner.  Air.  (’hairman.  of  course  it  is  inqiossible  to  go  into 
all  contingencies;  the  gentleman,  for  exaiiqile,  wonld  aiqirei-iate  this. 

Air.  Johnson,  of  Indiana.  Allow  me  for  a minute. 

/ 

Air.  Warner.  1 want  to  linish  this.  For  exam]»le.  if  we  have  uiuam 
ditioiial  rejieal  there  w ill  arise  under  the  varying  conditions  of  our  State 
<-onstitutions  and  laws  questions  which  will  be  very  much  more  \ arieil 
and  numerous  than  if  this  act  is  passed.  I am  now  glad  to  yiehl  to  the 
gentleman. 

Air.  rIoHNSON.  of  Indiana.  I do  not  care  to  hax’e  you  yiehl  to  me  now. 
as  the  Ipiestion  I was  about  to  ask  was  jiertimuit  to  what  you  were 
saying  a minute  ago.  The  jioint  I wish  to  maki*  was  that  whi-re  there 
was  unconditional  I'cjieal  of  the  State-bank  tax  then  the  whole  subject 
of  the  currency  system  is  remitted  to  the  Slates,  and  the  Sttite  courts 
would  have  exclusive  jurisdiction;  that  under  the  existing  system — 
the  national-bank  system,  the  whole  matter  is  jdaced  within  the  control 
of  the  U.  S.  courts  and  thiw  practically  have  I'xchisive  Jurisdiction ; but 
vour  svstem  as  laid  down  bv  vour  bill  necessarilv  involves  the  exercise 
of  jurisdiction  in  the  U.  S.  courts  for  one  jmi'pose  and  jnrisdiclion  in  the 
State  courts  for  another  jmi  jiose.  therefore  creating  a double  jurisdic- 
tion, and  in  that  respect  it  is  lacking  in  simjilieity  both  from  what  would 
result  from  unconditional  rejieal  and  what  now  results  from  under  the 
present  national  banking  system. 

Air.  AYarner.  If  the  gentleman  will  jiardon  me,  the  last  sentence  I 
have  answei'ed  perhajis  in  a weak  w;iy  before,  and  I will  not  take  up 
time  further  to  discuss  that.  As  to  the  tirst  two  jirojiositions  he  makes 
in  regard  to  a State  bank  under  unconditional  repeal,  and  a national 
bank  system  under  unconditional  rejieal.  not  merely  will  1 recall  my  own 
suggestion  and  those  of  my  friends  from  Alissouri  and  'I'ennessee;  but 
his  own  experience  as  a lawyer  will  lead  him  to  be  most  jiromjit  in  admit- 
ting that  our  State  banks  have  now  a great  jiart  of  their  litigation  carried 
on  in  Federal  courts,  and  that,  under  the  national  banking  system,  a 
great  jiart  is  carried  on 

Air.  .Johnson,  of  Indiana.  ATui  are  simjily,  I thiidc.  begging  thisques- 
tion.  I do  not  lielieve  you  have  seen  the  jioint.  ,V11  of  that  which  exists 
now  comes  toward  the  general  end  of  the  law.  whereas  you  are  engraft 
ing  by  a sjiecitic  jirovision  in  your  liill 

All'.  AA'arner.  The  gentleman  is  certainly  entitled  to  his  opinion.  It 
is  iierhajis  as  much  begging  the  ijuestion  on  his  jiart  as  ujion  mine 
to  assume  iu  advance  the  correctness  of  what  he  believes  the  jirobabili- 
ties  will  be  rather  than  what  I believe  thev  will  be. 
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^Fr.  r>ROSTU>!.  AA  ill  you  not  a.'codo  to  this  proposition,  that  wlu'i'o 
yon  cstahlisli  a money  institntion.  or  any  other  kind  ot  an  institution, 
and  siihjfet  it  to  the  eontrol  of  hoth  khnleial  jnrisdiction  and  State 
jnrisdiction.  tlionji’h  it  may  he  in  separate  and  distinct  direction,  yet 
subjecting-  it  in  some  respects  to  the  control  of  both  inrisdietions,  yuii 
increase  the  complexity  of  i hat  system  ? 

Air.  A\  AKNER.  Not  at  all;  it  all  (ic[)ends  upon  the  (‘ircnmstaiices. 
A on  can  conceive  ot  State  bank  systems  which  would  bi'inu'  more  litiga- 
tion intothe  Federal  courts  than' any  national-bank  acts  we  have  ever 
had.  and  yon  can  also  conceive  of  a nation  d-bank  system — 1 do  not 
thiidc  oiirs  is  i)ccnliarly  liable  to  objection  ia  that  regard,  however — 
\yhich  would  bring-  more  litigi  ni  into  State  courts  than  almost  any 
State  system,  'fhe  whole  question  deiamds  upon  whether  the  provisions 
ot  your  bill  are  such  as  to  eucouragt*.  or.  ou  tlu*  other  hand,  to  antici- 
])ate  and  obviate  litigation  in  (>ne  or  the  other  class  of  (*ourts. 

Air.  ItivOsirs.  I.,et  me  intriiduce  this  modilicatiou  of  my  ]u-oposition : 
Other  things  being-  equal,  Joint  Jurisdiction,  Federal  ami  State,  would 
increase  the  c-omj)lexity  ? 

Air.  Warxek.  There  is  no  such  thing  as  “ ot], or  things  being- equal,” 
because  the  whole  fpiestiou  is  whether  the  bill  is  so  d;awii  as  to  create 
and  bring  about  litigation,  or,  rather,  to  avoid  it. 

Air.  doiixsox.  of  iiidiaiia.  AVhere  wine  the  former  litigations  under 
our  (dd  State-bank  system,  in  the  State  courts? 

Air.  AN  ARXER.  In  the  State  courts  if  the  ] laintitf  lu'iipened  to  be  a 
resident  ot  the  .State,  for  there  tin*  State  would  have  oiiginal  Jurisdic- 
tion.^ In  the  United  States  courts  if  it  was  anybody  r ‘siding  out  of 
the  State.  As  a matter  of  actual  fact,  suits  against  State  banks  were 
treiiueiitly  entered  through  the  Federal  courts  on  behalf  of  jieople 
outside  the  States  in  order  to  avoid  local  Jurisdiction.  Not  merely  in 
those  cases  which  were  cognizable  exclusively  in  the  United  States 
courts,  but  in  other  cases,  whenever  they  can  be  removed  from  Stato 
c iui  ts.  it  is  fre([uently  done. 

Ah-.  .lonxsox,  of  Indiana.  The  main  litigation  was  in  the  State  courts, 
however? 

Air.  AVarnee.  I beg  the  gentlemau’s  pardon.  The  litigation,  as  far 
as  mere  collection  of  ordinary  debts  against  the  institutions  or  ques- 
tions of  liability  between  two  solvent  institutions,  was  largely  in  the 
State  courts,  perhaps  iu  a majority  of  the  cases;  although  as  a matter 
ot  tact  in  the  latter  class  ot  cases  the  extension  of  commerci;il  facili- 
ties has  brought  them  more  and  more  into  the  Federal  courts, 
until  now  a large  proportioti  are  in  the  Federal  courts.  P.ut  in  cases 
which  bear  ui)on  the  (piestiou  of  marshaling  the  assets  of  insolvent 
institutions  and  meeting  liabilities  for  circulation,  my  limited  ex]»e- 
rience  is  that  proceedings  are  perhaps  most  freqiiently'taken  primarily 
in  the  name  of  some  one  who,  being  outside  of  the  State,  can  carry  ft 
into  the  Federal  courts  and  thereby  le.s.sen  the  risk  of  local  intiuence. 

All-,  doiixsox,  of  Indiana.  But  all  State  litigation  grew  out  of  a 
general  provision  of  law.  and  not.  of  course,  out  of  the  iiarticular  ju  o- 
vision  of  the  national  law.  for  there  was  no  such  law. 

Air.  AVarxer.  I accede  to  what  I understand  to  be  the  gentlemen's 
contention  in  that  regard,  which,  by  the  way,  is  preci.sciy  the  point  I 
macle  a half  an  hour  ago. 

Air.  JciHX.sox,  ot  Indiana.  Let  me  ask  you  i little  ditferent  question 
on  that  branch.  Under  the  ]iresrnt  national  lianking  system  the 
Uoinjitroller  may  not  only  have  an  examination  of  the  banks.  i-ei)ort 
of  circulation,  etc.,  but  immediately  upon  linding  them  insolvent  or  in 
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danger  of  insolvency  he  may  proceed  in  behalf  of  all  the  creditors  to 
put  them  into  the  ])rocess  of  liquidation? 

Air.  NVarxer.  Precisely. 

Air.  .lolixsnx,  of  Indiana.  Under  the  system  you  propose,  when  he 
discovers  its  insolvency  lu*  is  utterly  powerless  to  ilo  anything  except 
to  gi\e  i>nl)licity  to  the  facts? 

Air.  Warxer.  Preeiselv. 

« 

Air.  .lonxsox,  of  Indiana.  And  according  to  that  statement  the  set- 
tling ol’  the  affairs  of  the  baidc  is  left  to  the  individual  act  of  the  cred- 
itors; thei-e  is  no  concerted  a<‘tiou  .' 

Air.  WAitNER.  1 beg  the  genlleman's  pardon:  he  is  too  good  a la\V"- 
yer  not  to  know  that  tlie  inevitable  turn  of  alfairs  is  that  one  party 
wonld  sue  on  behalf  of  all  the  otliers  and 

Air.  .JOHXSOX.  of  Indiana.  I understand  that:  but  in  ])lace  of  having 
some  central  authority.  like  the  ronq)ti-oller,  c<»ming  in  ano  acting  for 
all  parties,  it  is  lett  to  the  individual  creditors  of  the  bank,  Tom,  Dick, 
and  Harry,  to  act. 

Air.  Warxer.  AVe  are  getting  back  to  the  old  question  as  to  whether 
the  moment  a man  becomes  v’ested  with  a Federal  oltice  there  is  thereby 
added  to  his  intellect,  to  his  integrity,  and  to  his  leisure  to  attend  to 
these  things. 

Air.  Jolixsox,  of  Indiana.  The  only  question  is  whether  a central 
authority  is  preferalile  to  its  lieing  scattere<l  all  over  the  country? 

Air.  Warner.  I have  no  (piestion  whatever  but  that  a ]»i-(q>er 
receiver,  acting  under  the  courts  upon  the  grouml.  who  represents  in 
that  particular  community  the  creditors  of  that  in>titution  and  stock- 
holders, will  be  ordinarily  the  better  man  and  the  local  courts  the  more 
' convenient  tribunals. 

Air.  JonxsoN,  of  Indiana.  A receiver  on  the  gi-ouml  is  ap])ointed  by 
the  Comptroller,  as  1 understand  it? 

Air.  Warner.  SSometimes. 

Air.  .loiixsox,  of  Indiana.  AVith  full  knowledge 

Air.  AVarner.  I am  not  suggesting  that  the  Comptroller  would  not 
attend  to  it  fairly  well. 

Air.  Walker.  And  generally  a man  fandliar  with  the  bank  and  all 
of  its  operations? 

Air.  Warner.  That  depends  upon  the  Comptroller's  appointment. 

Air.  JoHXS(,)N,  of  Indiana.  You  s]>eak  of  the  provisions  of  your  bill 
as  far  as  contenq)lated  national  control  is  concerned  as  purely  admin- 
istrative? 

Air.  AVarxer.  Not  i)urely. 

Air.  .loiixsoN,  of  Indiana.  Largely,  then?  Is  not  your  whole  bill 
constructed  upon  a total  and  entire  mistrust  of  tstate  baidts? 

Air.  AVar?^er.  No.  sir. 

Air.  Johnson,  of  Indiana.  This  bill,  while  purixn-ting  to  be  in  the 
interest  of  8tate  banks,  is  constructed  upon  a mistrust  of  State  banks? 

Air.  AVarner.  Aly  bill  is  constructed  largely  in  the  way  <if  a conces- 
sion to  the  conservatism  of  gentlemen  who  liave  the  opinions  of  my 
friend  from  Indiana. 

Air.  Cox.  AA'ill  you  yield  to  me  for  one  (ptestion  Just  in  this  connection 
of  Jurisdiction,  as  I regard  it  as  a very  important  one?  Let  me  call  to 
your  mind  this  proposition:  Take  the  State  of  Ali.ssouri;  say  thishnv 
is  passed  and  it  goes  into  clfcct:  the  constitution  of  Alissouri  is  such 
that  she  can  not  legislate  at  all  in  regard  to  it. 

Air.  AA’arner.  Not  until  she  changes  her  constitution,  as  1 under- 
stand. 
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Mr.  ("ox.  Tlioii  all  tlio  volicf  that  Missouri  wciihl  trot,  if  sho  trot  any 
a all.  tvoulil  ho  throutih  tho  systoiu  ot  national  hanks.’  ^ 

.Mr.  M'aknek.  Yos.  and  1 may  add  tlio  taot  that  all  othm-  Status 
Invin^  tho  samo  authority 

:Mr.  (."ox.  That  hoiujr  so.  that  tho  Stato  of  Missouri  could  tr(d  no 
r ‘lief  o\co]it  throuirh  tho  o]K‘r;itious  ol  tin*  national  haidv  act.  thou 
m a mattt‘r  of  hnv  tho  State  couit.Nof  .Missouri  would  havo  nojurisdio- 
t on  wliatovor ! 

.Mr.  Wauner.  In  that  ])artiouiar  oaso,  no. 

31r.  Cox.  !Now.  su|ti»osc  we  tVotn  tin* Stato  ol  Missouri  t<i  tlio  Stato 
o f T onnoss(‘0.  v.  hioh  is  not  ]troiiihitod  l>y  th(‘  ooiistilution  (>t  th(‘  State, 
and  sho  avails  horsolf  of  tho  hmiolits  of  this  ai  t.  thmi  in  tho  Stato  of 
Tounosveo  in  tho  sanio  hnsinoss  you  havo  fr<*t  tlu‘  C.  S.  courts,  havin.iir 
0 Mirurront  imisdiotion,  whoroas  in  Misstiuii  you  havo  tlio  ImmIoiuI 

0 nut  aloiio? 

.Mr.  Warner.  You  havo  a oertaiii  lot  of  itistitutioiis  in  Ttainossoo  in 
r'^raid  to  which  in  most  oasos  initial  action  would  he  in  tho  Statt* 

< aurts.  Y'ou  havo  a oortaiti  lot  of  other  iustitul  ions  as  to  w hich  iti  most 
c rsos  initial  aoti-ui  would  bo  in  the  Federal  coin  ts.  hut  as  to  iioitluu'  one 
f f those  institutions  is  there  any  eomploxity  arisinir'  from  tho  taot  ol  tho 

< thoi's  existonoe  in  tho  State. 

Mr.  ('ox.  One  more  (luostion  and  1 will  not  bother  yon  any  more  in 
] gjiard  to  this  (luestioii  of  jurisdiction.  Sn]»|)Ose  a case  is  presonti'd. 

1 nd  tho  case  involves  a construction  of  jurisdiction  which  is  crantod 
1 y the  State,  norv  I ask  you  what  court  would  have  jurisdiction  in 
s nch  a case  as  this  ? 

i\lr.  \\'arner.  The  Federal  courts,  if  it  arose  under  this  act. 

I'd r.  ('ox.  The  Federal  court  would  he  cons: rninrr  the  chai  ter  ot  a 
State,  irraiitinfr  jiowors.  limitations,  and  restrictions  ? 

31  r.  3VARXER.  Certainly. 

.Mr.  Cox.  A charter  ^ranted  by  a Stato  is  an  act  of  its  loffislature. 
Is  not  that  legislation  by  the  State?  Now,  do  yon  moan  to  coikhmIc 
1 ofuro  this  eoinmittec  yon  w ill  tiansfor  the  jiuisdiction  ol  a State  court 
I )>on  its  own  sTatutes  over  to  the  J'edei'al  courts? 

31  r.  Warner.  Tlie  Federal  conits  would  lu-  comiiolled  to  accejit  as 
the  law  goveriiiufi’  the  construction  of  that  charter  the  law,  either  leg- 
islative or  judge made,  if  we  may  so  call  it,  of  that  Stato. 

3Ir.  llRosirs.  J low  could  you  mandamus  through  a Federal  court 
unless  there  was  a Fedeial  (|uestion  imolved  in  it  ? 

3ir.  Warner.  The construi'tion  of  its  statutes  and  its  laws,  given  by 
iho  courts  of  a State,  rvould  bo  conclusive  niion  the  Federal  courts; 
but  it  would  be  for  the  Federal  courts  to  say  wlndhor  or  not  the  Conip- 
1 roller  hail  acted  or  had  not  acted  as  he  was  I'oiumaiided  to  do  by  this 
i.et. 

31  r.  Brosius.  That  was  not  the  question  asked  you  by  3Ir.  Cox; 

1 hat  is  not  the  point. 

3Ir.  Cox.  Let  me  be  understood.  1 will  take  my  State,  as  that  is 
I 'as;.,  for  me  to  handle.  Say  she  charters  a bank  under  yoiu'  law.  A 
'breign  note-holder  comes  to  the  conclusion  that  tho  bank  is  insolvent. 

NOV,  he  g»ds  jurisdiction  on  account  of  his  noiiresidenci*  in  the  Fed- 
eral courts,  but  here  is  my  (juestion:  The  resident  note  holder  in  the 
State  of  Tennessee  brings  ;i  suit  that  involvivs  the  construction  of  the 

lowers  granted  in  that  charter,  or  limitation  of  power.  Xowg  1 under- 
litood  you  to  say  a moment  ago  that  the  Fedeiml  court.s 

31  r.  Warner.  Not  at  all.  3Iy  answei'  as>iimed  your  question  to 
: 'elate  to  what  the  Comptroller  could  be  made  to  do. 
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31  r.  (,’ox.  1 see  you  misunderstood  me. 

3h.  Warner,.  I said  he  could  be  maudamnsed.  , . , . 

Mr.  C<»x.  The  resident  note-holder  brings  suit  over  which  the  .pir  s- 

diclii'm  of  the  IState  court  is  eonqilete? 

Mr  Warner,  ("ertainlv.  . 

Mr]  ('ox.  Then  the  foreign  note  holder bring.s  his  suit  upon  the  ver> 

s'ime'«|ue<tioii.  that  goes  to  the  Federal  courts  ? 

31r.  Warner.  Yes.  that  quasi  dual  jurisdiction  exists  now  as  to  the 

oblii'iitioiis  of  everv  institution  or  bank  in  the  c;uintry. 

3h-  (h)X.  This  is' what  I w mt  to  get  at.  It  that  law  which  >ou  pio- 
oom  admits  a charter  of  the  State  of  Tennessee  as  part  ol  iLselt.  as  a 
,.,rt  of  the  law . makes  it  a part  of  the  law  by  act.  doe^  not  that  conlei 
aiisolute  jurisdiction  as  a pait  of  an  act  ot  Congress  in  the  1-ederal 

'"Ulr."’ Warner.  It  would  if  your  suppo.sitimi  was 
does  not  make  this  act  a jiartof  that  law.  I t V Provides  the 

must  have  a certain  hiw.  but  it  does  not  make  that  law  a p.iit  ot  t , 
act  any  more  than  the  ]Uovision  ot  the  Constitution  pimidiug  j'.’i  ; 

by, jury  makes  every  .jury  trial  a matter  for  transaction  ii.  federal 

*^^'’mTcox  What  courts  decide  whiMlier  the  State  has  jurisdiction  or 

not;  where  i<  the  iuri.sdictioii  to  determine  that  question  . 

Mr  W arner.  The  p;n  ticular  matter,  1 suppose,  that  we  w ere  l.iUl.v 
considering  would  be  a liucstion  of  fact  to  be  proven  in  the  fedeial 

courts  by  the  production  of  an  authenticated  copy  ot  the  law  as  the 

^\31r.  JotiNSONVm' L But  it  would  not  depend  upon  the  construc- 
tion of  local  courts,  because  , 1-  ti  Ctornt.*  has 

3Ir.  3VARNER.  As  far  as  coiiecriis  tiie  mere  tact  th.it  ‘ ; 

been  passed  and  the  wording  of  that  statute,  that  would  be  simpl,  a 
luanei  of  proof  in  the  ordinary  manner.  As  to  the  cousmrction  ol  a 
statute  the  law  and  decisions  of  the  State  would— unlc-ss  I am  iiim- 
takim.  wV.ichof  course  is  possible-be  conclusive  upon  the  courts  ot 

^''me'^IohnsIiN^  Indiana.  Unless  there  is  something  in  cmitlict  with 
tlu‘  liiw  oftlic  UiiitiMl  States' 

]\Ir.  WAKNEK.  Of  rnlivse.  hnuh 

3!r  Johnson,  of  Indiana.  Suppose  under  your  bill  some  Stat  bai  k 

,v,ml,l  a|.|.l,v  for  o.oooy  to  bo  isooo.l  to  it  l.v  tho  "'‘Jl’;!;''  j;!' i'"'' " 
insist  that  the  provision  of  your  act  requiring  tlnu  the  thaitu  ot  a 

Slate  bank  shall  provide  for  a lirst  ben  ot  t.ie 

assets  of  the  bank  was  iirovided  for,  and  suppose  the  fomptiollei 
tile  Currency  should  deny  tiie  charter  contained  any  such  prmisioii. 
the  (ptestioii  would  go  before  the  Supreme  Court  ot  the  I iiited  t tate.>. 

Mm  T: itt^oN]  Now,  do  you  conteiid  that  the  Stipi^ine 

t'oiirt  of  the  United  States  would  be  bound  to  tollow  the  decimon  ot 
the  local  courts,  that  the  charter  did  contain  that  proymioii . 

3lr  W arner.  Such  is  my  uuderstaudiug. 

Mr.  Johnson,  of  Indiana.  If  it  was  borne  upon  the  tace  ot  the  chattel 

^*'3lm\vlRNER.  The  decisions  of  the  court  of  last  resort 

understand  it.  are  conclu.sive  upon  the  J V/L. 

States  and  upon  all  Federal  courts  as  to  what  the  statutes  ot  that 
State  mean. 
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Mr.  Johnson,  of  Indiami.  lliulit  there  a minute.  You  mean  in  con- 
st: uction  of  a law  })asse(l  in  accordance  with  the  law  of  the  Yiiited. 
St  ites? 

Mr.  Warner.  Yes,  or  any  other. 

The  f'liAlRAlAN.  I will  say  to  the  {i’entleman  that  the  time  is  passiii'j 
very  rapidly, and  I tiiink  we  have  lieard  a ,<>'ood  had  on  tlie  tpiestion  of 
jn  'isdicrion. 

Mr.  llRosirs.  On  that  (piestion  of  jnrisdictioi  1 was  o-oino- to  snhmit 
a luestion.  Yon  provide  in  yonr  hill,  if  1 reme  id)er  it.  for  re]>orts  to 
he  made  to  the  ConiDtroller  and  exaiinmn-s  to  he  ajipointed  hy  Federal 
ai  thority.  hnt  it  does  not  i)rovide  that  any  reinn't  is  to  he  matle  to  any 
State*  anthoritv  or  anv  examination  hv  a State  anthoritv,  and  from 

«.  I < » 

V(  nr  aiu'nment  I have  learm*d  that  the  ('oiiiot roller  haviim'  had  the 
esaminations  held  and  havint;'  received  the  repo 't.s 

Mr.  Warner.  And  ])nhlisiied  them. 

.Mr.  1!r< (Sirs  (continuin''’),  ('an  take  no  action  ])redicated  njeon  the 
remits  of  these  exa!ninations 

Ml’.  Warner.  Excejit  in  one  n^uard.  a negative  action. 

Mr.  l?Ri)Sirs.  Why  do  yon  hive  reports  made  !o  the  Comptroller  a nd 
the  examinations  siqiervised  hy  him  when  he  can  take  no  action  what- 
e\  er  on  the  results  ! 

.Mr.  ^VARNER.  The  gentleman  asks  a (ine.stion  which  brings  out  a 
p<  int  I want  to  enforce  as  much  as  possible.  It  is  not  upon  the  arbitrary 
action  of  any  Federal  oHicer  that  1 rely  for  the  security  of  this  .system. 
It  is  rather  upon  the  common  sense  of  the  American  ]inhlie.  and  the 
In  nesty  of  American  tinanciers,  esjiecially  when  the  alfairs  with  which 
tl  ey  have  to  deal  are  dragged  out  and  held  up  n hro  id  daylight,  that 
w * propose  to  rest.  The  object  is  to  keej)  that  lime  light  on  them  just 
t!  e same  as  is  done  in  ^Val!  street.  We  do  not  rely  there  maiidy  npun 
]H  licemen  and  jirivate  watchmen  to  keep  vaults  full  of  securities  from 
Iniug  robbed.  Every  single  vault  stands  where  it  can  he  seen  from 
tl  e street,  and  in  front  of  it  burns  a bright  light  day  and  night:  and 
ai  y man  will  tell  yon  that  that  is  the  most  etfectnal  protection  yon  can 
In  ve. 


V 


Mr.  Johnson,  of  Indiana.  But  yon  do  not  object  to  a State  passing 
lavs  prohibiting  the  robbery  of  these  banks? 

Mr.  Warner.  Each  State  can  have  as  many  examinations  as  it 
]ilease;  it  can  make  as  many  lU'ovisos  as  it  jilease  as  to  how  they  shall 
d<  business. 

Mr.  IjROsrr.s.  Eight  on  that  point,  yon  say  the  States  can  ])i’ovide 
by  statute;  now  can  the  State  i»rovide  by  statute  for  any  examination 
u]ion  which  the  right  of  that  bank  to  circulation  would  dependf 

iMr.  Warner.  Uininestionably,  it  can  jjrovide  for  an  examination, 
ai  d that  if  the  result  of  the  examination  is  pot  such  as  contemplated 
by  the  State  lawy  the  authority  of  that  bank  to  issue  circulation  shall 
b<  revoked.  The  Comi)troller  is  not  authorized  by  this  act  to  issue 
Cl  rrciicy  to  any  institution  not  holding  the  authority  of  its  State. 

.Mr.  Buosirs.  I do  not  tind  anything  in  yonr  liill  which  confers  upon 
tl  e State  authority  to  make  any  conditions  upon  which  that  bank  shall 
b»  entitled  to  its  currency? 

Mr.  Warner.  The  second  section  reads  as  follows: 


I’hiit  State  liank-^,  and  State  banking  associations,  “irhen  thereto  authorized  hy  the 
la  ru  of  the  State-i  in  which  they  are  reupectirely  nit  note, ’’  iind  also  national  hanking 
as  .ociations,  may  issue  circulating  notes  subject  to  the  following  regulation,  etc. 
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That  authorization  may  be  conditioned  in  any  way  that  the  State 
mav  devise. 

Mr.  Johnson,  of  Indiana.  The  State  may  impose  any  other  additional 
conditions  as  it  .sees  fit,  and  which  is  not  in  conflict  with  the  general 
jirovisions  of  this  bill? 

.Mr.  WAitNER.  Certainly. 

Mr.  llROSius.  Let  me  get  yonr  statement  in  my  mind  there.  Do  yon 
mean  ])rimarily  the  State  authority  shall  name  and  enact  into  law  the 
conditions  upon  which  the  State  banks  shall  receive  currency  from  the 
Comptroller? 

Mr.  Warner.  It  must  have  done  so  before  they  can  receive  it. 

Mr.  Johnson,  of  Indiana,  Or  tmt  any  other  provision  which  it  sees 
fit  to  imi»ose  iqion  it  ? 

Mr.  Warner.  Certainly.  It  can  go' further  than  that;  it  can  make 
the  e.xistence  of  the  coriioration  as  such  dependent  upon  the  tnllillmeiit 
of  any  condition  it  jileases. 

Mr.  Johnson,  of  Indiana.  '\'on  have  no  objection  at  all  to  the  State 
legislature  taking  such  control  as  it  sees  lit  of  these  banks:  it  is  simply 
a choice  of  jurisdiction  with  yon? 

.Mr.  WARNElt.  Largely. 

Mr.  Brosius.  Yon  say  largely  choice  of  Jurisdiction,  do  you  not  mean 
wholly  choii*e  of  Jnrisdietioii  ? 

Mr."  Warner.  Yo,  sir:  1 do  not.  There  are  a great  many  other 
points  than  mere  jurisdiction,  1 referred  to  some  in  a former  hearing. 
While  the  gronmi  princiides  upon  which  banks  should  be  permitted  to 
issue  their  notes  as  ciicnlating  medium  are  aiiplicable  in  the  inaiii  to 
the  case  of  any  civilized  nation,  yet  when  it  comes  to  the  details,  even 
more  important  details,  there  are  certain  provisions  which  may  be 
desirable,  though  not  necessary,  which  in  some  localities  would  lead 
to  very  little  inconvenience,  in  other  cases  would  lead  to  such  incon- 
venience as,  in  comparison  with  the  uses  to  be  subserved,  wonhl  make 
such  provisions  undesirable.  There  are  a great  many  respects  in  which, 
— if  it  is  desired,  as  I take  it  we  all  desire,  a currency  should  be  elastic 
and  serve  in  the  best  manner  iiossible  the  i»eople  of  every  locality — that 
end  will  be  subserved  by  leaving  to  the  State  or  the  locality  the  ]>ower 
to  adjust  minor  details  in  such  a way  as  best  serves  its  own  condition. 

]Mr.  Johnson,  of  Indiana.  You  have  no  jirovision  in  this  bill  for  sim- 
plifying the  currency  by  jiroviding  for  the  retirement  of  silver  certili- 
cates,  gold  certificates,  and  greenbacks. 

Mr,  Warner.  There  is  nothing  of  that  kind  in  this  bill.  I will  antici- 
pate, iierhaps,  a ipiestioa  of  the  gentleman,  and  I will  say  I think  it  is 
desirable  that  such  legislation  should  be  had;  but  it  is  a ([uestiou 
lietweeu  a comjilicated  currency  and  a com])licated  bill,  and  1 have 
believed  it  easier  to  get  through  this  House  a somewhat  simple  bill 
than  a very  complicated  bill  intended  to  bring  about  simplicity. 

Mr.  Walker.  It  is  better  to  have  a simple  currency  than  a simple 
bill. 

-Mr.  Warner.  .My  friend  is  entirely  right.  If  I should  for  a moment 
think  it  possihle  to  assist  rather  than  retard  even  the  limited  rebel  con- 
teni})lated  by  this  bill  by  secui’ing  an  amendment  to  it  providing  for  the 
retirement  oi'  the  greenbacks,  for  the  absolute  inhibition  of  the  gold 
certificates,  or  foi'  the  calling  in  or  retirement  of  the  Sherman  notes, 
I would  be  glad  to  go  further  now  and  take  the  Government  out  ot  other 
peojile’s  business;  1 should  be  only  too  glad  to  favor  it.  I fear,  how- 
ever, it  would  dump  the  bill. 

-Mr.  Johnson,  of  Indiana,  Is  it  not  your  belief  this  bill  will  furnish 
a very  safe  and  elastic  currency  if  by  its  iirovisions  it  was  entirely 
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luulor  n;Uii>ii;il  rontro],  witlmnt  llic  Stnto  bank  circulat ini; 

n h1  allnwiiii:-  tlu*  natinnal  banks  to  issue  niidev  it  ? 

.Mr.  W.VK'AEK.  I’evliaps.  Ibit  1 call  the  atti'iition  of  tlie  gentlenian 
t ) tlie  eonsideratittn  wliicb  1 mentioned  a teAv  inonu'iits  a«o,  in  wldeli, 
V itliont  nd’erem-e  to  the  mere  (luestion  of  ])reforenee  between  h'ederal 
a id  State  Jnrisdietion  as  smdi.  1 belie\  e the  bill,  in  the  shajie  in  whieh 
I have  presented  it.  would  be  more  nsefnl  in  its  ojieration  than  in  the 
s lajie  sni’jrested  by  the  <xentleman  from  Imliana. 

.Mr.  Cox.  before  yon  haive  that  (for  we  arc  all  tryiii"  to  some- 
t lin"’  that  is  valuable),  if  yon  wn-e  to  confer  jurisdiction  ipion  the 
1 ational  banking;' system, and  extend  tin*  basisofits  cnrriMiey  to  inclnde 
^ tate  bonds,  mnnieipal  bonds, etc.,  then  havi'  not  yon  readied  the  ques- 
t on  of  elasticitv  more  elfeetnallv  bv  that  than  von  have  by  this? 

1 « ♦ t « 

.Mr.  Wakxkh.  You  have  not.  i\lr.  f'hairman.  The  very  fact  that 
X on  require  special  investments  and  s]iecial  handlinsi' of  investments 
as  a ]»r(‘reipiisitc  to  is.suiny'  curreiiey  i^'oes  to  destroy  idasticity.  The 
extent  to  which  it  destroys  it.  or  would  destroy  it  under  conditions sug- 
,i.es1ed  by  the  gentleman  from  Teniu'ssee.  mi.uht  be  perha]»s  less  than 
t le  extent  to  which  that  elasticitx'  is  destroveil  now  bv  the  x'crv  strin- 

« • t 1 

^ent  jirovision  for  a certain  limited  class  of  .securities  wliich  tlu'  law 
]rovidcs;but  I will  say  to  the  gentleman  from  Tennessee  that  I can 
1 ot  imagine  a system  which  would  lead  to  more  endless  and  more  com- 
] licated  and  more  intolerable  litigation  than  xvould  a .system  which — 
I ithei'  by  a dclinite  ]irovision  of  the  original  act  or  by  an  indefinite 

< iscretion  given  any  otlicer.  State  or  national — should  attenqit  to  ]u'o- 
xide  for  a currency  based  ui»on  all  the.se  kinds  of  smairity. 

^Ir.  doiixsox,  of  Indiana.  1 think  your  safety  fund  is  a correct  method 

< f obtaining  an  elastic  currency,  but  I am  afraid  it  would  be  only  a safe 
1 ind  in  tlie  event  the  wholething  was  leferred  tonational  controljthat 
i ; whei'e  I differ  with  you. 

.Mr.  Waunf.i;.  1 see. 

Th(‘  next  ]iaragraph  relates  to  the  safety  fund.  Now.  as  to  the  jdira'^e- 

< logy  of  that  ]»aragrai>li.  1 will  not  go  into  it  in  detail.  It  is  intendeil 
t > [irovide  a very  simple  .system  for  a very  complicated  lot  of  jmssibili- 
t es.  complicated  not  from  their  nature  hut  from  their  number. 

It  is  intended  to  ]»rovide.  tii'st.  for  e.x])enses  chargeable  spt'cially  to 
any  bank.  It  is  intended,  second,  to  ju'ovidi'  for  gmieral  exjienses 
« hargeatile  to  no  bank  in  particular  but  i)ro]»ei  ly  chargeable  to  them  all 
i 1 carrying  out  this  act.  and.  third,  it  is  intended  to  jirovide  a gnarantim 
t ind  for  the  circulation.  And  in  order  to  avoid  wliat  has  been  the 
i l)j(‘ction  in  .some  .systems,  where  the  same  end  is  sought  to  be  attained, 
i is  provided  that  this  provi.sion  shall  be  made  through  an  assessment, 
A hieli  shall  be  .so  definite  in  (diaraeter  that  there  can  not  arise  any  (jnes- 
t on  citliei’  as  to  its  amount  whenever  it  is  leviial.  or  as  to  its  limit  in  any 
( ne  year,  or  in  any  other  direction  which  will  .seriously  interfere  witli 
t le  luisiness  calculations  of  banking  institutions. 

To  that  end  it  is  ]U'ovided  that  iqion  taking  out  tin*  noti'S,  no  matter 
i ' the  bank  intends  to  lea\  e them  in  its  vault  imlefinitidy,  an  assessment 
shall  be  madecalling  for  one-half  of  1 per  cent  on  theii'  faci*.  It  is  also 
I rovided  that  within  a certain  time  aftei’  the  first  of  danuary  in  any  year 
an  assessment  of  one-half  iier  cent  shall  be  ]>aid  iqmn  any  notes,  which 
1 poll  that  tir.st  day  of  January  shall  have  b(*en  outstanding  more  than 
one  year.  In  xiew  of  the  fact  that  the  first  asst*ssinent  is  calculated 
v])Ou  notes  even  if  they  are  not  ]mt  out  at  all.  it  is  of  course  ]>ossible 
t mt  the  net  may  be  a little  more  than  one-half  ]ier  cent  on  the  circula- 
t on.  but  it  is  i>erfectly  definite.  When  the  banks  take  out  notes  thej' 
know  just  how  much  they  pay;  they  know  if  they  are  asses.sed  on  the 
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first  of  January  next  it  will  be  one-half  of  1 i>er  cent  on  their  cireula 
rion,  and  that  of  itself  is  an  indneement  to  get  in  circulation  that  which 
is  then  outstanding. 

Now,  it  is  inovided  that  the  money  thus  raised  is  to  be  u.sed.  to  jiay— 
first,  the  special  expen.ses  of  the  bank;  .second,  the  general  expenses 
of  the  system:  and  third,  to  keep  good  a guarantee  fund  of  J iier 
centu])on  the  wlnde  circulation.  \\  henev'er  a bank  is  behindhand,  tliat 
vear  it  pays  the  one-half  jier  cent  assessment:  and  with  that  exeeji- 
tion  it  is  free  from  all  assessments  whatever.  In  other  words,  if  there 
is  a sligiit  deficit  in  the  giiarantim  fund,  the  bank  pays  a half  per  cent, 
then  for  one,  t wo,  or  three  years,  it  may  be  relieved  from  all  as.sessments. 
This  will  amount  probably  to  a net  assessment  of  between  a halt  and 
three-ipiarters  per  cent  the  first  two  years,  and.  say.  about  a half  per 
cent  the  first  six,  or  seven,  or  eight  years,  and  after  that,  in  my  belief, 
the  yearly  averagi*  of  assessment  will  be  nominal. 

Mr.  llRosirs.  There  is  one  liilliculty  which  seems  to  be  in  the  sys- 
tem, and  1 would  like  to  get  rid  of  it  if  1 can  ; what  ju.stice  is  there  in 
reipiiring  honest  banks  to  u.se  their  funds  to  protect  the  obligations  of 
dishonest  banks  ? 

.Mr.  Wakxer.  If  timt  was  the  main  feature  there  would  be  no  jus- 
titication.  But  the  object  of  this  assessment  is  to  float  the  circulation 
by  holding  before  the  people  such  a guaranty  in  connection  with  the 
publicity  otherwise  secured  as  shall  give  the  notes  unquestioned  cur- 
renev,  and  thereby  juofit  the  banks  at  the  same  time. 

Mr.  Johnson,  oV  Indiana.  That  is  one  of  the  conditions  upon  which 
the  bank  can  go  into  the  banking  business  ? 

]Mr.  Buosius.  If  there  are  any  better  means  of  doing  it,  that  is,  if 
each  bank  <-an  protect  its  own  circulation,  would  not  that  be  better  ? 

31  r.  Warner.  Precisely. 

3Ir.  Brosius.  Each  bank  protects  its  circulation  now? 

3Ir.  Warner.  I do  not  mean  for  one  moment  to  suggest  that  any 
proviso,  however  repugnant  to  business  principles  or  business  conven- 
ience, by  which  a bank  can  protect  its  own  circulation  is  better  than 
any  other  [irodso,  however  consonant  with  busim-ss  principles  and  how- 
ever [inqier  to  secure  convenience 

31r.  Brosius.  You  want  the  United  States  Government  to  protect 
every  bank  instead  of  the  bank  protecting  itself  ? 

31r.  Johnson,  of  Indiana.  As  I have  interriqited  3Ir.  arner  a great 
deal  during  the  di.scus.sion  of  this  subject,  1 would  ask  that  he  be 
allowed  to  continue  his  remarks  at  our  next  meeting. 

Thereupon  the  committee  adjourned  to  meet  on  Tuesday,  Febriuuy 

27,  18‘JT. 


CoxmiTTEE  on  Banking  and  Gurrency, 

Tticsihnj,  Fcljniary:2?. 

The  committee  met  at  10  a.  m.,  lion.  William  Springer  in  the  chair. 

lion.  John  Dtt  Witt  Warner  further  addressed  the  committee  on 
11.  K.  oO'Jo,  as  follows : 

-if.  Chairman  and  gentlemen  of  the  committee:  1 think  that  at  the 
last  meeting  we  had  ])ractically  concluded  the  di-scussiuii  of  the  effect 
of  the  guaranty  fund,  its  iirinciple,  its  amount,  and  its  sulliciency  hav- 
ing been  pretty  well  gone  over. 

The  next  paragrajih  sinqily  provides  that  when  for  any  reason, 
either  because  of  misfortunes  giving  it  no  choice  or  because  it  prefers 
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to  do  so  tdv  roa^ons  (if  its  mva,  a bank  sliall  ;*'o  out  of  the  bnsiio'ss  of 
issuinj^'  c*imdati]t,u'  n<it(\s.  tlio  hank  its<df,  or  its  nManvtM'  oi*  r(‘j)i t s(*nta- 
tiv('s.  may  dt']>osit  ^vitI!  tln^  Tn^asurer  ol*  tlio  i'nitod  StaT(‘s  aii  amount 
of  ]a\\  fnl  mono\  0)|ual  to  the  amount  of  its  tlim*  outstanding^'  notes, 
and  tliat  tlm*(*ui)on  that  l>ank,  or  its  ri‘]»n‘sentative,  may  do  ^\  llat  it 
l»l(*as(  s witli  its  asstds.  so  fai'  as  tlu^  f’nit(‘d  States  or  its  eui  ieuey  is 
(*oiu*(‘nu‘d.  and  tliat  llie  'fieasur*'!'  of  tin*  rnit(Ml  Stat<^s  will  red(*em 
U])on  jii'esmitation  any  notes  lor  wliirh  sm*h  ]U‘ovision  is  madt*.  'riu^ 
object  is  plain:  tlu‘ tneans  l)v  which  it  is  to  Ik‘  obtaiiuMi  ar**  simph*: 
and  lli(‘  ( I(t\(‘rnim*!ir.  bein;^*  ])rotect<*d  by  an  actual  dejuisit  of  ca^h 
(Miual  to  tlic  anuiunt  of  the  bronds  refiist(*rcd  as  outslar.din<i',  is  in  a 
position  to  lost*  nothin^',  wliih*  the  ]iubli<‘  is  rt  assur<*d  and  prolect(Ml 
by  knowiin^-  tliat  in  (W(a*y  such  ease  tlie  (*ash  is  tiuu‘(*  to  nu‘(‘t  tlu‘ 
not(^s. 

Tin*  next  ])arap'i'aphs,  0 and  Kh  ])V(‘scribe  ]-(Mialties  on  the  one  hand 
a,u*ainst  the  tOhems  or  n*]»resentativ(‘s  ot‘  a bank  in  (*ase  tlu‘y  shall 
liypotluH'ate  its  ci: culatinji*  not(*s.  and  on  thi‘  otluu'  hand  a,nainst  those 
who  shall  accept  such  notes  as  collateral.  Tin  reason  tor  these  sect  iims 
is  this:  Tlioiynh  1 do  not  und(u>taud  tliai  it  has  of  late  been  a eo:nmon 
l»racri(a\  it  has  been  tlic  case  in  i'ormer  times,  and  mi<;ht  jiossibly  be  so 
a.uain,  tliat  a baidc  whose  cualit  was  too]ioor  to  tloat  note.^  miulit  ha\  e 
>uch  a busiiK'ss  standin.u'  as  w<uild  induce  other  iicojde  to  advance  it 
money  on  hy]totliccatiou  of  a ,nreater  amount  of  its  own  notes.  This 
in  its(‘]f  would  i>e  an  evil  in  biin,u’in^'  about  coiiditioiis  wliich  would 
make  it  to  ti:e  inttu'est  of  those  not  coiuuM'ted  in  any  U\n'itimate  way 
with  the  bank  to  put  its  notes  into  cireulation  at  a ]ioim  di-tant  from 
tilt*  bank,  and  es]teciall> make  it  to  their  iii.(*r(‘st  to  ket'j)  just  tliose 
notes  ill  eirenlatioii  Avliieli  wouhl  lie  least  wo:  ri;y  <'f  bein^'  so  kejit. 

^ow.  if  the  ( Government  iiad  no  (*onueetion  with  these  nott^s.  it  mi^lit 
be  said  that  this  would  In*  an  evil  a<Jt;dust  wliit*h  we  sliould  Inr.  dl  v under- 
take  To  jivovide  by  tliis  act:  but.  iiiasnuicli  as  tiii>  <u  t ]»r(»vi(!cs  for  a 
*>'uai'anty  luiid  to  be  ke]it  in  The  custody  ol  the  C.  S.  (io\  eninient, 
the  law  should  jtrovide  not  merely  safely  to  keep  this  fund  cousecrat<'<l 
t(»  the  use  Ibr  which  it  was  iiitemb-d,  but  sliould  also  ]>reveiit,  us  I'ar 
as  ])ossiblc.  illegitimate  dral'ts  iptoii  it. 

31r.  JoilNsu.N,  of  ludiaiia.  ^^dlen  a l>auk  ttoes  out  of  existence,  it 
lose^  the  iuteicwt  it  had  in  tin*  safety  fuml. 

t 

3Ir.  Waunki;.  It  is  thereai'tt'r  not  assessable. 

Mr.  Joiixsox,  of  Imiiaiia.  All  that  it  ]»aid  in  isji'oiie? 

3Ir.  Wai:xi;k.  .\1I  it  paid  in  is  yoiie.  It  is  ex]uessly  so  jirovided. 

The  next  iiaragi  atpli  is  Xo.  11.  That  simjily  jn  ovides  for  the  r«‘demp- 
tioii  of  woi'ii.  ii:utilatc'<l,  and  defaced  notes  issued  under  this  act.  The 
inly  (picstioii  is  whether  that  object  is  attained  liy  the  wordiipy  of  the 
|»aiayra]th.  As  to  that.  I liavc  in  larjie  mcasuic  followed  the  corre- 
'poiidiii.c  Ic^islati!  !!  which  has  hcrctoibic*  been  effectual  in  connection 
with  national  bank  notes. 

The  twclfili  j'arajiiaph  ju'ovides  that  certain  sections  of  the  llcviscd 
Statutes  of  the  riiited  States — wliich  J bcliiw  c arc  in  tin*  main  those 
refei  riiiii'  to  the  countei-feil  in*:' of  greenbacks,  national  bank  notes.  <de., 
•lit  which  may  include  other  and  h*ss  material  provisions — shall  b»* 
tipilieable  to  the  enrrem-y  issued  nndei-  this  act  in  the  same  ilegrei*  as 
o ti  e curreney  to  jirovide  for  the  safety  of  which  they  wei'c  originally 
nun  ted. 

In  the  thirteenth  ]>ara,mra])h  tin*  (’onpitroller  is  f^iveii  deiinitely  mx- 
>re- s(m1  jiowei's  eox  eriny  tlie  an'ider  jiart  of  the  dnti(*s  devolviii}.’:  upon 
lim  by  this  act,  and  is  also  diieeted  to  cooiieiate  with  the.  institutions 
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aifeeted  in  earryino  ,,ut  this  a<-t  aecor<lin<i-  to  its  true  intent,  and  for  sneh 
purpose  is  din'eted,  as  to  all  maWers  contemplated  in  the  a<d.  but  the 
procedure  in  re>;ard  to  w hich  is  not  siieeiady  outlined,  to  adopt  and 
liromnlji-ate  such  rules  ami  regulations  as,  with  the  apiudval  of  the 
Secretary  of  the  Treasury,  seem  to  him  to  be  sueli  as  best  to  clfeetuate 

the  sjiirit  ol  the  act. 

In  order  to  keej)  the  attention  of  ('on.^ress  constantly  fixed  upon 
tlie  extent  of  the  discretion  whieh  it  lias  lett  to  the  <jomi»troller,  in 
order  that  there  may  not  niendy  be  an  opportunity,  but  an  incite- 
ment, to  perfect  this  act  by  fnrtlier  details,  in  ease  it  shall  seem  proper, 
the  Com]»ti  oiler  is  directed  to  report  to  each  .session  of  ( ’impress  such 
rules  and  regulations  as  he  shall  have  adopted.  In  other  words,  hav- 
inj;-  provided  for  the  essential  features  of  the  administration  of  the 
eiirreiiey  whieh  is  eoiitemplated,  this  leaves  the  attemliii]n-  to  The  busi- 
ness details  in  the  hands  or  the  one  who,  under  all  the  eirenmstances. 
can  best  attend  to  them,  not  merely  leaviii.c  To  (lon.aress  the  rielit  to 
alter  or  amend  this  act.  but  in  addition  to  that  providing'  for  luiblieity 
of  sneh  reffulations  as  shall  have  been  adoiited  and  regular  report  of 
the  same,  so  as  to  insure  the  watelifiil  care  of  Congress. 

Section  Id  sinpily  provides  that  no  provision  ot  the  national-bank 
act  shall  be  considered  as  repealed,  nule.ss  it  is  neces>arily  abrogated 
bv  the  ])rovisions  of  this  statute,  lliisisnot  so  much  up  atteiiijit  to 
])erfeet  this  act  in  its  ojierations  upon  institutions  other  than  national 
banks  as  an  attemi>t  to  guard  against  the  possdjility.  in  eases  where 
the  provisions  of  this  act  do  alfeet  national  banks,  that  the\  shall  be 
so  construed  as  to  relax  anytlnngof  the  strictness  ot  the  national-bank 

act,  except  as  necessarily  reipiired. 

Mr.  Johnson,  of  Indiana.  1 want  to  ask  you  a que.>tion  about  the 
methods  of  iiroeednre  wlien  a bank  is  insolvent.  Your  bill  jirovides 
that  the  safety  fuml  shall  be  invested  in  securities.  .V  bank  lawomes 
insolvent  and.  as  I understand  it,  there  is  nothing  to  protect  the  bill 
holder  until  the  eoiieeriis  of  the  bank  hav(‘  been  settled  up.  and  it  is 
ascertained  what  balance  is  coming  out  of  the  safety  fund. 

Mr.  Warner.  Von  are  not  entirely  corri'ct  in  that. 

3Ir.  Johnson,  of  Indiana.  There  is  no  iiaymeiit  out  of  the  safety  fund 
until  a long  time  after  the  hank  has  been  forced  into  liquidation. 

3Ir.  Wauneu.  In  some  eases  the  report  ot  the  examiner  would  show 

at  once  that  the  safety  fund  had  to  be  relied  upon. 

Mr.  Johnson,  of  Indiana.  Every  bill  bolder  would  necessarily  know 
that  there  would  bt'  quite  a long  ilelay  between  the  time  when  the 
bank  would  go  into  insoheiiey  and  the  payment  of  the  nute.s,  and  the 
elfeet  would  be  to  destroy  the  bill  holders'  .security. 

31r.  Warner.  I do  not  think  it  would. 

Mr.  Johnson,  of  Imliana.  Wouhl  it  not  leave  in  doubt  tlie  real  value 
of  the  notes,  whieh  would  depend  upon  how  niueh  was  to  be  paid  I 

3Ir.  Warner.  I do  not  tliink  it  wamld. 

3Ir.  Walker.  That  is  practically  what  the  iiresent  act  does. 

31r.  Johnson,  of  Indiana.  Every  bill-holder  under  the  present  law 

knows  that  he  is  to  be  ]>aid  in  full .... 

31  r.  3VAKNER.  Incase  a large  number  ot  banks,  having  eireulationoiit- 
standiiig,  should  fail  at  once',  umlm-  such  eireumstanees  as  regards  tlie 
reported  amount  ol  their  as.sets  as  I'oiiqiared  with  theii  eiieiilation.  as 
raised  a (piestion  as  to  tiie  ability  of  the  guarantee  fund  to  meet  the 
(Iptn-it — after  the  aiiplieatiou  of  those  as.sets.  and  also  tin*  assessment 
upon  the  stoekholders— In  sueli  a ease  as  that,  the  euntiiigeiiey  which 
the  gentleman  .suggests  might  po.ssibly  liappeu. 
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Mr.  Johnson,  of  Imliana.  Under  the  pre.senl  law  the  bills  are  paid 
a'  once 

.Mr.  Warner.  So  they  would  be  here. 

Mr.  doHNSuN,  of  Indiana.  1 asked  you  whether  or  not,  under  the 
n irional-bank  law  the  bill  holder  is  not  paid  pioniptly  by  the  Govern- 
n eiit? 

Mr.  Warner.  The  (loveininent  has  no  busiin'ss  to  do  it. 

Mr.  doiiNSoN,  of  Indiana.  The  (.roverninent  does  do  it,  and  the  law 

a ithori/.es  it.  . . „ , , i • 

Mr.  Warner.  The  law  authorizes  the  application  ot  the  bonds  in 

t'le  t-ustody  of  the  Treasury. 

Mr.  Johnson,  of  Indiana,  llrushinj^  aside  any  uncertainties,  the  tact 
i;  that  the  Governnient  ]>roniptly  redeems  notes  in  case  a bank  fails. 
3Ir.  Warner.  The  notes  are  not  presented  for  redemption. 

.Mr.  Johnson,  of  Indiana,  The  moment  they  are  presented  for 

r *demi»tion  the  Government  ]tays  them  ' 

Mr.  Warner.  The  fact  is  that  if  they  were  so  presented  the  Gov- 

e iiment  could  not  pay  them,  . , t 

Mr.  Johnson,  of  Indiana.  Let  us  try  to  jj'et  at  the  real  point  ot  dis- 
s milarity  between  your  bill  and  the  present  law.  There  is  never  the 
1 last  anxiety  on  the  i>art  of  the  bilbholder  abmit  his  money,  because 
t le  Government  holds  bonds  and  wcmld  promptly  pay  him;  theietoie 

t acre  is  no  inei>nvi'nience  arising’  to  him. 

:\Ir.  Warner.  That  was  not  true  in  1800  and  1807. 

:\Ir.  Johnson,  of  Indiana.  Xow,  it  .seems  to  me  that  between  the 
existin';-  system  and  the  one  you  ]>ropose  there  is  all  the  dilterence  in 
tile  world.' because  under  the  present  sy.stem  the  bill-holder  gets  his 
1 loney  proinptlv  on  the  failure  of  the  bank,  and  the  knowledge  on  the 
1 art  of  the  bill-holder  under  your  act  that  he  might  be  subjected  to 

some  delay  would  alVeet  the  <[uestion. 

Mv.  Wakxek.  If  the  gentleman  means  that,  until  the  people  had  been 
1 eeustomed  somewhat  to  the  working  of  this  system,  there  might  be 
I neasiiiess  on  the  part  of  some  gentlemen,  like  the  gentleman  Irom 
1 ndiana,  who  would  worry,  and  therefore  send  to  their  banks  these 
bank  notes  for  deposit,  or  remittance,  or  for  re<leni])tion,  1 am  inclined 
lo  think  that  is  so.  1 know  it  Avas  so  in  ease  of  national  bank  notes  in 
■ 80d  and  18d7. 

I know  that  at  that  time,  ui»on  a rumor  as  to  a national  bank,  we. 
■cere  ordered  to  carefullv  sort  out  its  bills.  For  a long  time  after  the 
national-bank  bills  were' ill  circulation  we  were  mighty  careful  about 
Taking  them,  if  we  could  hel]»  it;  and  whenever  we  had  a lot  of  money 
or  deposit,  we  .sorted  out  the  national-bank  bills  in  preference  to  the 
i.tate  bank  bills.  1 have  no  doubt  that  for  a year  or  two  there  would 
it  once  arise,  when  a state  bank  failed,  the  ipiestion  at  to  whether  or 
lot  its  notes  were  good.  I have  no  doubt  that  some  people  might  pass 
hem  ill  through  their  banks.  I have  no  doubt  that  some  bank.s  might 
vrite  letters  of  impiiry  or  watch  the  jiapers  for  re])orts  <d  the  condition 
)f  banks,  or  look  at  the  amount  of  the  guarantee  fund:  fnit  after  a rea- 
lonable  length  of  experience  under  this  act  there  would  scarcely  be  a 
lossibility  of  there  happening  such  a case  as  has  been  suggested  by 
he  gentleman  from  Indiana;  and  my  exiierience  imder  the  national- 
lank  act  is  my  rea.son  for  believing  that  the  experience  would  be  the 
lame  in  this  case. 

Mr.  Johnson,  of  Indiana.  Inconvenieiiee.s  would  arise,  not  so  much 
)u  account  of  failures  as  on  account  of  men  s necessities.  If  a bank 
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fails  and  the  bills  will  not  bi*  redi'eincd,  the  holders  would  be  exjiosed 
to  loss  or  deprivation,  or  di.scount  until  the  time  of  i>aynient. 

Mr,  \\  ARNER.  1 know  that  ibr  the  lirst  vear  or  two  of  the  workings 
of  this,  or  any  act  which  might  be  ]>a.ssed — even  if  it  were  based  uikui 
bullion — until  a number  of  institutions  had  failed,  and  until  tlieir  notes 
had  been  redeemed,  there  would  be  some  peo]*!e  who  would  worry. 
Tney  diu  worry,  ibr  cxamiile,  in  regard  to  the  national-liaiik  currency 
at  the  time  when  that  enrrency  lirst  began  to  be  put  into  circulation, 
but  there  was  no  resulting  loss  to  anybodj',  or  even  inconvenience 
which  was  worth  taking  into  account. 

3Ir.  Johnson,  of  Indiana,  A good  note  in  hand  is  not  so  valuable  to 
a man  as  a good  note  which  is  payable  at  once,  for  he  can  utilize  the 
one  and  he  can  not  utilize  the  other,  and  for  the  same  reason  a bank 
note  in  the  hands  of  a man  who  needs  money  is  not  so  valuable  as  one 
Avhich  is  payable  at  once. 

Mr.  Warner.  The  dilference  is  that  the  inconA^enience  in  reference 
to  a good  note  of  an  individual  would  be  much  greater  than  any  incon- 
A'enience  Avhieh  coukl  [tossibly  ari.se  e\  eii  under  the  contingency  sug- 
gested by  the  gentleman  as  to  the  currency.  The  analogy  is  not  one 
of  commercial  paper  Avliieh  circulates  as  money,  but  it  is  one  of  laijicr 
circulating  as  currency  under  the  conditions  sngge.sted  by  the  gentle- 
man. To  return  to  often-threshed  straw,  we  had  during  the  months  of 
August,  September,  and  jiart  of  October  an  extraordinary  issue  of 
illegal  currencA'  all  OA-ei  this  country. 

I huA’e  made  inquiry  in  a great  many  cases  (and  I lniA*e  no  doubt 
that  the  gentleman’s  oaahi  experience  hasakso  extended  to  a gri-at  many 
ca.ses)  Avhere  the  currency  was  issued, .sometimes  by  municipal  <-or]Mtra- 
tions,  .sometimes  by  busine.ss  corporations,  sometimes  by  individuals, 
and  sometimes  by  trustees  of  securities,  Avhich  those  who  aee  pted  the 
currency  did  not  knoAv  anything  about;  but  I have  yet  to  hear  of  a 
single  case  Avhere  doubt  in  regard  to  the  iiayment  of  such  currency 
has  kept  a single  dollar  from  circulating.  I do  not  mean  to  say  that 
you  might  not  have  gotten  up  a currency  so  obA'iously  bad  that  it  Avould 
not  have  circulated,  but 

]\Ir.  IjROSIUS.  But  that  currency  was  not  in  general  circulation 
throughout  the  country. 

Mr.  Warner.  No;  and  I am  glad  the  gentleman  has  made  that 
point.  That  currency  circulated  locally  because  of  eontidence  in  its 
.soundness. 

The  knoAvledge,  lioAveA'cr,  upon  Avhich  this  confidence  Avas  bailed  was 
so  imperfect  as  to  bear  no  comparison  to  the  knoAvledge  that  under 
this  act  eA'ery  individual  in  the  United  States  AA'ould  have  to  justify 
his  confidence  in  the  currency  uoaa"  proposed. 

The  Chairman.  As  you  have  referred  to  last  year's  crisis,  I Avill  ask 
you  whether  the  comparison  you  institute  Avas  a fair  one  as  compared 
Avith  the  general  circulating  medium.  These  issues  which  yon  haA'e 
spoken  of  Avere  gotten  up  for  that  emergency  and  Avere  ade-piate  to  it; 
but  su])i»o.se,the  AA^hole  amount  of  circulation  under  your  bill — snjipos- 
ing  it  had  been  in  force,  and  the  banks  had  one  hundred  millions  of  cir- 
culation out  under  it,  and  there  Avas  a reseiwe  fund  in  their  control  of 
three  million,  or  3 jicr  cent,  and  that  loO  of  the  banks  failed,  as  they 
did  last  year,  Avith  one  hundred  millions  caiiital,  and  one  billion  five 
hundred  millions  of  circulation,  Avhat  Avould  haA’e  been  the  efi'ect? 

Mr.  Warner.  In  the  first  jdace  it  is  simply  unimaginable  that,  with 
a limit  so  liberal  as  75  per  cent  of  the  capital,  it  should  be  even  apjiiox 
imateil  in  practice. 
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The  CTTATiniAN.  'NVliat  s(‘cnvity  would  the  hill  holder  have  in  that 
<•  ISO.’  Xobody  would  know  what  tho  banks  liad,  and  they  eould  not 
]i  ly  de]»ositoi's? 

Mr.  \\  AiJNKR.  In  the  tirst  ]daee,  your  sui)i)osition  is  an  extreme  one. 

The  CiiAinMAX.  It  oecurred. 

Mr.  ^^'AU^’KU.  Xo;  I bey  the  y(‘ntleman's  ]i;!rdon.  If  those  banks 
h id  failed,  the  outstandiny  notes  would  not  n all  iindiability  have 
a iiounted  to  anythiuy  like  the  sum  siijiposed.  Ayain  the  yentleinan’s 
s lyyestion  that  banks  faihul  with  more  eireiil  ition  oiitstandiny  than 
t le  ea]>ital  tlu'y  had  may  indicate  tlie  reason  why  they  tailed.  And 
t lis  could  not  iiapjien  under  this  bill. 

I lielieve  it  is  hard  to  imayine  xhe  probability,  or  even  the  ri'ason- 
a de  possiliility,  in  which  under  this  bill  a community  wonid  not  feel 
T lat  it  was  abiiudantly  ju-oteeti'd.  One  hundred  and  lifty  banks  would 
rot  fail  in  any  one  day.  P>y  the  time  any  considerable  number  had 
filled;  it  would  have  bi'come  known  that  their  assets  w(>re  far  more 
t lan  the  circulatiny  notes,  and  therefore  that  tluue  would  be  no  draft 
1 poll  the  yuarantee  fund.  But  the  question  raised  by  the  yentleman 
I oes  not  yo  to  this  bill,  but  rather  to  whether  the  Lloyds  assurance  plan 
a lopted  here  provides  a larye  enouyh  capibil,  and  whether  tin*  charye 
t >r  annual  premium  is  larye  emmyli  to  make  the  insurance  semue.  If, 

1 owever,  the  qu(‘stion  is  raised,  and  I am  asked  what  would  become 

< f the  currency  in  case  the  banks  of  this  country,  yenerally  sjieakiny, 
t lined  out  to  be  so  rotten  that,  in  any  larye  pro]u)rtion.  their  total 
assets  would  not  amount  to  75  per  cetit  of  their  capital,  so  that  this 
j.  iiarantee  land  vould  be  yenerally  drawn  upon,  then  i must  answer 
t lat  it  would  be  absolutely  immaterial  what  laws  are  passial.  If  any 
(■  immunity  is  so  thorouyhiy  demoralized  that  its  business  is  in  that 
shape  tliere  is  no  salvation  for  it. 

Mr.  Buo.sirs.  lAuler  the  present  law  every  dollar  would  be  liable  in 
t lat  extreme  case. 

Mr.  Warxer.  The  yentleman  is  mistaken;  the  value  of  the  present 
,s  cstem  would  depend  upon  the  market  for  Giivernnumt  bonds.  And 
i ■ he  will  simply  recur  to  Auyust  or  September  ot  last  year,  he  will, 
1 think,  ayree  with  me  that  in  such  a crisis  as  that  suyyested  by  our 
chairman,  matters  would  be  inlinitely  worse  than  that  which  we  passed 
t iroiiyh  a few  months  since.  Government  bonds  would  not  be  market- 
lible  any  more  than  so  much  waste  paper.  The  .strinyency  last  Auyust 

< ccurreil  in  the  face  of  the  fact  that  men  were  oiferiny  to  put  up  Gov- 
ernment bonds  to  secure  I'urrency.  The  tirst  bill  brouyht  before  this 
c immittee  at  this  Congress  was  pressed  upon  the  assumption  that 
t.iere  was  no  market  for  Government  bonds  unless  the  Government 
i self  should  make  one  by  issue  of  new  currency  to  be  paid  out  on  their 
( eposits.  If  you  imayine  such  a cataclysm  as  our  chairman  .suyge.sts, 
t :ie  national  bank  system  would  collaiise  like  a slit  balloon.  27o  bank- 
i ly  system  can  briny  salvation  to  a community  broken  down  by  its  own 

< emoralization. 

Ml'.  Cox.  You  have  under  your  bill  for  tinal  redemption  three  fca- 
t ii'e.s— first,  the  safety  yuaraiity;  then  the  first  lien  upon  the  assets  of 
tlie  bank;  and  lastly,"  the  liability  of  the  stockholders  of  the  bank. 
Yhose  are  the  three  thinys  which  secure  notes  of  issue. 

Air.  Warx'ER.  But  in  dilferent  order  from  that  suyyested  by  you. 

Air.  Cox.  1 am  not  after  the  order.  Supposi'  ten  banks  should  all 
dose  up  the  same  day.  In  that  event  what  \ ould  you  take  hold  of 
t rst  under  your  bill  with  which  to  redeem  the  notes'! 

Air,  AVakner.  The  assets  of  the  banks  would  be  available. 
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Air.  Cox.  You  would  undertake  to  enforce,  tirst.  the  lien  u\)on  the 
assets  of  the  banks,  and  until  that  was  accomplished  and  the  assets 
ascertained,  it  is  utterly  impossible  to  tell  what  the  guaranty  I'lind 
would  be  subjected  to. 

Air.  \Vai;nek.  Certainly. 

Air.  Cox.  Then,  having  enforced  the  tirst  lien  upon  the  assets  of  the 
bank  and  having  Ibund  that  those  assets  were  delicient.  wliat  fund 
would  you  next  go  to? 

Air.  Warner.  Allow  me  to  read  the  [irox  ision. 

Air.  Cox.  I want  to  make  it  quite  clear  while  we  are  on  the  point. 
We  have  settled  one  (iroposition.  and  that  is  that  on  the  failure  of  ,i 
bank  the  tirst  fund  to  lie  assessed  is  the  assets.  We  the.i  have  left 
two  sources — tin*  liability  of  the  stoekholders.  and  the  safet\  fund. 
After  you  have  resorted  to  Them  and  there  is  a deth  imicy  what  fund 
would  you  next  assess?  Because  that  ipiestion  leads  to  the  main  one. 

Air.  WAiiNER.  Let  me  read  you  the  claiistc  The  phr;iseoloyy  of  the 
clause  we  are  now  dis;  ussiny  is  found  on  page  7,  line  141,  and  follow- 
ing lines,  and  is  such  as  to  provide  that  tiiis  yuarantee  fund  shall  be 
held  for  the  ultimate  redemption  after ‘’all  other  reasonable  available, 
assets"  shall  have  lieen  exhausted,  etc.  In  other  words,  while  the 
yenth-mau  is  entirely  correct  in  his  assumption  that  the  ordinary  a^sets 
of  the  bank  would  be  tirst  resorted  to.  it  is  not  true  that  tlie.Ne 
would  necessarily  be  linally  exhausted  iiefore  any  payment  could  lie 
made  out  of  the  guarantee  fund.  AN'hile  the  yentleman  is  right  in  his 
assumption  that  the  liability  of  the  stockholders  is  another  resouri'c.  it 
is  not  true  that  the  yuarantee  fund  could  not  be  drawn  upon  until 
after  that  resource  had  lieen  entiiely  exhausted.  The  question  as  to 
what  are  ‘‘reasonably  available"  assets  is  one  (;oncerniny  wlin  h.  sitting 
around  the  table  here,  with  the  circumstances  of  anv  bank  before  us,  I 
fancy  Ave  would  have  little  diflerence  of  opinion. 

Air.  Cox.  AVhat  would  you  take  hold  of  next? 

Air.  Warner.  Unquestionably,  the  order  you  suggest  is  the  }»roper 
order.  The  only  suggestion  I have  in  moditication  of  it  is  that  rids  act 
does  not  provide  or  contemplate  the  exhaustion  of  all  <'ontiny»‘ncies 
which  may  arise  before  courts,  or  the  tinal  settlement  of  lifyation  which 
may  arise,  but  that  yuarantee  fund  is  held  there — subject  to  such  rules 
as  the  Comptroller  may  make  and  promulgate,  and  such  as  A'onyress 
maj'  apiu'ove  or  change,  ifit  fdeases — to  provide  for  theultimate  redeinp 
tionofthe  notes  after  ‘‘reasonably  available  "assets  have  been  exhausted. 

Perhaxis  I ought  again  to  recall  that  I believe  the  use  of  this  yuar- 
antee fund  to  be  not  so  much  for  the  actual  payment  of  the  notes  of  a 
broken  bank,  as  to  serve  as  security  put  ui»  where  all  the  world  can 
see  it,  which  will  ]irevent  such  a doubt  existing,  as  to  the  notes  id'  a 
broken  bank,  as  shall  trouble  minds  like  that  of  my  friend  from  Indi- 
ana, or  shall  cause  banks  to  worry  or  hesitate  to  receive  the  notes. 

Air.  Cox.  This  is  the  principal  trouble  in  my  mind : If  a bank  bocomes 
insolvent,  the  law  has  the  tirst  lien  ui»on  the  assetts,  and  that  being 
the  primary  fuml  to  be  taken,  every  man  knows  that  that  must  become 
exhausted,  because  every  interest  comes  in. 

You  as  a lawyer  know  that,  and  in  a case  where  a bank  would  not 
pay  but  50  cents  on  the  dollar  there  must  be  something  else  to  help, 
and  .you  must  either  resort  to  individual  liability  of  the  stocklnddcrs 
or  to  the  safet.y  fund.  This  luimary  fund  must  be  tirst  exhausted, 
which  would  itrobably  take  two  to  tive  years,  and  then  you  have  got 
your  notes  outstanding,  and  you  can  not  tell  what  amount  of  the 
indi\  idual  liability  clause  or  what  amount  of  the  safety  fund  you  will 
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ho  ooin])ol1o(l  to  iutronoli  ii]ioi,i.  AMioii  you  li;ivo  doiio  fh.it.  \vouhl  not 
flio  tlo)Misitor.  uiulov  your  hill,  havo  :i  pcrtoct  rii;lit  to  oonio  in  witli  In'; 
iutoiot  to  ho  itrotoot*‘(l.  and  insist  tliat  you  oxliaust  tlio  saloty  liiiid 
hol'oro  you  oall  ou  luui  for  a liability  as  au  iiuiividual  stookliohh'r ? 

Mr.  Wakm:u.  Xo;  this  act  providos  ag'aiusi  that. althoiyuh  1 aui  frank 
to  admit  that  thoro  is  one  inattor  which  should  ho  consiih'n'd  and  dis 
oussod.  and  which  tho  roiuark  of  tho  ji'oiitlcman  has  hroui;ht  to  my 
miud  siiico  lu*  hojfan  s])oakin_c.  This  act  pro  idt's  that  this  ^uarantoi* 
fund  shall  ho  liahh*  tor  ultimato  rodom]>iion  after  all  other  roasonahly 
availahlo  assets  liable  liiorelor  shall  have  become  ('xhausted.  While 
the  ”onth‘maii  has  boon  s])cakinji  there  has  occiirod  to  me  a point  as 
to  which,  if  ameudmont  h«‘  desirable,  it  may  he  had.  The  point  is  this  ; 
If  tho  ('omptroller  should  see  lit.  as  ho  n.i<rht  ni  ca.so  note's  we-re* 
prosontod,  to  pay  them  out  of  tho  si'uaranteo  fund  <'\ cn  hefoi'o  tho 
ass»‘ts  or  liability  of  tlu*  stockholders  had  hi'em  ('xhausted.  \\  hethor. 
standinj;  in  the  ])laci*  of  the  noteholder,  ho  would  bo  entitled  torece'ive, 
to  make  good  tho  guarantoo  fund,  such  dribbh's  as  might  e omo  in.  which 
he  hail  not  eoiisidorod  at  lirst  as  reasonably  available  assets.  It  would 
be  easy  to  provide  for  that,  if  necessary:  but.  in  my  ojiinion.as  long  as 
this  act  provides  for  no  s])ocial  cancellation  ot  these  notes  .so  redeemed, 
the  romptroller  holding  them — he  and  not  the  bank  having  paid  them  — 
would  be  substituted  in  eijuity.  so  that,  without  sju'i  ial  ])rovision.  the 
guarantee'  fund  would  be  made  good. 

Mr.  t'i'ix.  The  de]>ositor  would  be  substituted  for  the  note-holder 
upon  the  fund  whicli  he  might  bo  entitled  to  first.  It  is  sim]»ly  work- 
ing a sub.->titntion.  If  the  deiiositor  obji'cts  to  that,  and  the  noteholder 
savs.  “ You  have  a lien  on  the  assets  of  the  bank,  and  you  must  lii'st 
exhaust  that,  and  then  you  must  go  to  us  if  tiiere  is  any  liability  exist- 
ing in  favor  of  the  note  holder  over  and  above  that,  he  has  no  light  to 
hold  him  there,  (’oming  back  to  the  original  iiuestion.  would  it 
not  be  necessary,  wlii'ii  you  instituted  that  sort  of  proceeding,  to  buy 
the  notes  outstanding  at  a discount 

Mr,  Warner.  Xo;  as  I understand  the  gentleman,  he  refers  to  the 
power  which  is  frequently  exercised  by  courts  of  equity,  in  cases  where 
one  fund  is  equally  available  to  pay  either  of  two  obligations,  and  another 
fund  is  available  to  pay  oidy  one  obligation,  .so  to  mai-shal  the  assets 
so  as  to  give  neither  fund  such  a priority  as  unnecessarily  to  prevent 
those  dependent  on  either  fund  from  getting  its  rights. 

;\Ir.  Cox.  It  is  not  the  law, 

31  r.  Warnfr.  Courts  of  equity  go  a great  way. 

31r.  Cox.  When  there  are  two  fund.s,  and  one  is  subject  to  two  liabil- 
ities— that  is,  where  two  interests  are  concerned  in  it.  and  a second 
fuml  independent  of  tliat  where  there  is  only  one  interest 

31  r.  Warner.  1 iiave  heard  the  statement  of  the  gentleman.  As  I 
understand  it,  it  does  not  dilfer  materiallv  from  mv  own  idea  of  the 
matter.  15ut.  in  any  case,  the  princijde  and  tlie  practice  suggested  are 
absolutely  limited  by  the  other  principle,  that  by  no  administration  of 
law  can  vou  take  from  anv  suitor  before  a com  t anv  jot  or  tittle  to  which 
he  may  be  entitled  as  a matter  of  legal  preference.  It  is  i»ossible  that 
there  might  be  a difference  in  o[)iniim  as  to  where  that  jirincijile 
apitlied : but,  in  yiew  of  the  fact  that  it  is  so  generally  applied,  s<> 
uniformlv  accedeil  to.  and  I'ven  the  details  of  carrving  it  out  so  well 
settled  by  long  [iractice  in  all  courts  of  equity,  it  seems  to  me,  although 
the  (lue.s'tion  is  an  interesting  one,  that  it  is  academic,  so  far  as  any 
real  trouble  is  concerned. 
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31  r.  Cox.  If  you  have  to  go  fSough  litigation  as  to  whether  a certain 
fund  is  liable  to  redejuption,  1 should  .say  that  the  delay  (of  course  it 
is  a mere  matter  of  oninion)  would  work  the  notes  down  to  a discount, 

31r.  doiiNSON,  of  Indiana.  l>o  you  concede  that  under  your  bill  the 
safeguards  are  sutlicient  to  protect  the  note  holder? 

3Ir.  Warner.  3'ou  are  juaking  the  suggestion  I was  about  to  make 
in  answer  to  the  gentleman  from  Tennessee.  The  question  is  as  to  the 
sulliciency  of  1 he  " insurance”  ])rovided. 

3Ir.  doiiNSiiN,  of  Indiana.  Would  it  be  possible  to  jirovide  in  your 
iiill  that  in  case  of  the  insolvency  of  a bank  the  notes  should  be  jiaid, 
leaving  the  Comiitroller  to  reimbiir.se  the  Covernment  out  of  the  assets? 

3Ir.  Warnei?.  It  would  not  violate  the  ])rinciple  of  the  bill. 

3Ir. -loiiNSON,  of  Indiana.  I think  if  an.\  hardship  would  come  to  the 
note  holder,  that  might  be  ob\  iated  by  what  1 suggest. 

3Ir.  M'arner.  It  would  be  subject  to  two  objections.  One  objection, 
altliough  wholly  admini.strative,  is  this:  I believe  (and  I thiidc  every 
one  will  concede  as  a matter  of  principle)  that  the  current  redemiition 
.should  be  in  the  hands  of  the  banks;  that  the  Coveinmeiit  should  be 
called  in  as  little  as  possible,  and  that,  as  far  as  ])ossible.  even  ultimate 
redemption  should  be  left  to  be  ])i'o\'ided  foi'  by  the  banks. 

The  other  objection  is  this:  In  ca.se  of  any  considerable  number  of 
banks  failing,  the  probalulity  of  large  diafts  uium  the  guarantee  tund 
would  be  so  increased  as  to  raise  the  question  as  to  whether  it  was 
adeiiuate;  though  it  might  be umiuestionably  sufficient  as  an  insurance 
for  ultimate  itayment  undei'  the  ju  ovisions  of  this  bill. 

31r.  Krosius.  Was  it  not  the  ca.se  under  the  Xew  \ ork  safety  system, 
that  when  banks  failed  it  was  found  that  tlie  safety  fund  was  small 

3Ir.  AVarner.  That  was  the  case  about  1841’.  though  it  .soon  accrued 
sufficient  to  ]iay  the  notes  of  the  baidvs  that  then  failed.  It  must  be 
I’emembered,  howevei',  that  the  Xew  York  tunil  was  liable  tor  note 
issues  far  beyond  proper  proportion  to  ca]»ital,  and  drawn  u]ton  at 
once  without  any  attemi»t  to  realize  on  assets  of  the  banks.  Indeed, 
I believe  that  up  to  1841.  all  amounts  ]>aid  from  the  safety  fund,  from 
the  time  it  was  e.stablished  before  1830,  had  been  made  good  from 
the  assets  of  the  banks  themselves.  All  in  all.  however,  the  safety 
fund  was  from  the  very  beginning — right  through  the  meanest  lot  ot 
j)anics  this  country  has  ever  suffered,  at  least  in  regard  to  bank-note 
currency — sufficient  not  merely  for  all  notes  legitimately  outstanding, 
but  aksi^  for  all  of  the  overissues,  and  for  all  of  the  vast  mass  of  coun- 
terfeits that  under  those  conditions  had  been  worked  oft.  A\  hen  they 
came  to  a]>ply  the  act,  it  was  so  construed — and  to  my  mind  correctly, 
although  its'author  vehemently  objected  and  claimed  that  it  was  not 
so  meant — that  the  guarantee  was  made  to  serve  the  dei»ositor  as  well; 
and  although  later  un  1 believe  this  was  corrected,  the  great  depletion 
of  the  fund  provided  under  the  Xew  York  law  was  neither  to  make 
good  the  legitimate  circulation,  nor  even  to  make  good  the  illegitimate 
or  overis.sue  circulation,  nor  yet  even  to  nrake  good  the  counterfeit 
circulation,  but,  to  a greater  extent  than  was  caused  by  either  of  the 
three  other  .sources,  to  make  good  the  loss  to  deiiositors,  including  the 
stati'  itself. 

It  must  be  remembered,  too,  that  the  one-half  per  cent  per  annum, 
con.stitutiug  the  3 jier  I'ent  safety  bind,  was  as.sessed  upon  the  i'a]»ital 
only  of  a system  of  banks  which  were  permitted  a circulation  ot  troni 
100  ]ier  cent  to  150  per  cent  of  their  capitals,  and  which  in  general  lived 
well  up  to  their  iirivileges. 
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Mr.  Johnson,  ot  Imliana.  That  was  wlu're  the  miiiiber  of  notes  of 
failed  banks  was  in  excess  of  tlie  safety  fund. 

Mr.  ARNEK.  1 eoneede  to  the  ^entleinan  from  Indiana,  as  I did  to 
the  itentleinan  from  Tennessee,  that  if  any  considerable  portion  of  the 
banks  ot  this  eountry  failed  at  the  same  time  and  without  assets,  I do 
not  know  any  plan  that  would  help  them. 

Mr.  Johnson,  of  Indiana.  When  those  banks  failed  the  safety  fund 
was  not  etpial  tothe  notes,  to  say  nothinj>'  ot'  the  (k'positors. 

Mr.  Warner.  I am  not  suie  that  that  was  the  ease  even  in  bSlk.  It 
must  be  umhustood.  howevt'r.  that  the  only  ])ertineney  of  the  ^'entle- 
man  s suyii'estion  is  in  eases  where  assets  are  assumed  to  be  absolutely 
nothins',  and  it  must  be  remembered  that  tl  e limitation  of  currency  iii 
proportion  to  ]>aid  up  capital  was  liberal  in  theory  under  the  New  York 
laws,  and  reckless  in  ])ractice. 

Mr.  Johnson,  ot  Indiana.  1 think  there  \vt“re  bonds  issued  in  those 
eases. 

31  r.  llROSirs.  A lar<te  amount  ot  money  was  bori’owed  for  the  purpose. 

Mr.  \\  ARNER.  The  safety  fund  linally  re])laeed  everythiiii;  that  had 
been  so  used. 

31r.  Johnson,  of  Indiana.  It  seems  to  me,  if  yon  ]nit  all  the  banks 
under  national  control,  and  then  provide  that  iii  ease  a bank  fails  the 
Government  shouhl  a]»ply,  tirst.  the  safety  fund  promidly,  by  usino-  that 
method  to  enforce  the  other  lu  ovision.  and  1 think  that  would  bebett-cr 
than  the  one  suggested  in  your  l»ill.  It  would  make  it  available  at 
onee. 

3Ir.  Warner.  As  regards  the  tirst  suggestion,  it  involves  a <piesti(»u 
of  ]irinciple.  As  to  the  second  (pie.stion,  it  seems  to  me  that  that  is  a 
matter  of  ex]>edieucy.  and  the  disadvantages  in  the  change  would  per- 
haps outweigh  the  advantages. 

31r.  Johnson,  of  Indiana.  I had  in  mind  the  note  holder.  He  knows 
the  Government  will  promptly  and  immediately  take  hold  of  the  assets 
and  realize  on  those  assets,  enforce  the  dtutble  liability,  compensate 
him.  and  replace  the  safety  tund.  The  note-iiolder  would  feel  that  that 
could  be^done  more  expeditiously  and  certaiidy. 

3Ir.  M ARNER.  In  case  it  was  itroposed  to  wipe  emt  all  of  our  system 
and  substitute  another,  there  would  be  mort  force  in  what  the  gentle- 
man suggests.  It  we  had  no  currency  outstanding,  except  such  as 
came  from  thi.s  system  pro])osed,  the  effect  of  a crisis  within  the  fir.st 
year  oi’  two  after  the  operation  of  the  sysiem  might  exaggerate^  the 
])robabiIity  of  the  contingency  referresl  to  by  the  gentleman;  but,  in 
the  first  ])lace,  the  whole  (piestion,  I think  the^ gentleman  will  admit,  is 
not  that  of  actually  redeeming  the  notes,  but  of  making  such  provision 
for  the  redemption  of  the  eareulation  as  shall  leave  no  inducement  for 
their  presentaiion.  It,  therefore,  comes  down  to  a question  of  apparent 
adequacy. 

31  r.  Johnson,  of  Indiana.  And  a (juestion  of  belief  upon  the  i>art 
of  t he  note-holder  ? 

3ir.  ARNER.  Hxactly.  And  as  the  bill  is  iiot  intended  to  displace 
the  pre.sent  currency  of  the  national  baad^s,  and  therefore  leaves  the  cur- 
rency to  be  i>rovided  by  this  bill  to  come  gradually  into  use  as  com- 
munities shall  need  it,  and  the  i>eople  shall  have  faith  in  it;  and  inas- 
much as  it  is  simply  unthinkable  that  for  the  first  three  years  the 
country  Mill  be  in  a large  measure  dei»endent  upon  this  circulation,  it 
seems  to  me  that  these  circumstances  minimize  the  gravity,  if  you 
should  consider  it  grave  at  all,  of  the  contingency  against  M'hich  the 
gentleman  proposes  so  carefully  to  provide.  I believe,  therefore,  that 
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•«-e  would  not  be  justified  in  putting  any  additional  ob'^tructions  ujion 
the  circulation  by  larger  taxes  uiion  circulation  to  ])rovide  a someM'hat 
larger  guaranty  fund  to  start  with — though  the  rate  of  the  assessment 
and  size  of  the  guaranty  fund  to  be  provided  thereby  is  one  of  detail 
rather  than  of  ])rinciple. 

Mr.  Johnson,  of  Indiana.  It  is  my  oi»inion  that  this  bill  in  its 
present  form  M'ill  not  pass.  If  these  banks  M-ere  jilaced  under  the 
i'ontrol  of  the  National  Government  it  M-ould  be  a better  M'ay.  1 do 
not  believe  elasticity  can  lie  obtained  with  bonds;  and  the  question,  it 
seems  to  me,  is  M hetlKU'  it  would  not  be  bedter  to  compromise  than  to 
offer  in  this  May  a measure  that  Mould  be  defeated.  1 may  be  Miong. 
I have  talked  M ith  a number  of  gentlemen  about  it. 

31  r.  3V ARNER.  If  I may  make  a suggession.  this  matter  should 
not  be  treated  as  a i»olitieal  question.  3Ve  should  draM-  bills,  and  I 
am  certain — s]ieaking  for  myself,  and  1 think  for  the  gentlemen  on  our 
s'de  of  the  House — llial  M e could  so  draM'  a bill  that  it  m ouhl.  through 
(ii.scu.-sii»n,  enable  us  to  come  to  an  agreement  in  the  committee,  aiul 
enable  us  to  offer  to  the  House  a bill  M'hich  M'ould  secure  the  sujqiort 
of  a great  portion  of  our  colleagues  of  all  jiarties.  As  to  the  details, 
it  could  be  amended  so  as  to  be  aiiproved  by  the  judgment  ot  the 
Hou.se.  Indeed  I hav’e  in  mind  several  resjiects  in  M'hich  details  .-.hould 
b(‘  added  to  this  bill:  and  1 have  no  doubt  many  more  could  appropri- 
ately be  suggested  by  others. 

3Ir.  Johnson,  of  Indiana.  A great  deal  of  the  oppo.-.ition  to  the 
liresent  national  bank  hiM'  is  that  it  is  claimed  that  the  eurreney  has 
no  elasticity.  Another  objection  Mas  that  Me  should  not  tax  the  peo- 
l>le  to  pay  interest  iqion  bonds  in  oi'der  to  have  security.  \ our  safety 
fund  obviates  this  objection;  but  there  is  also  a strong  objection  to 
remitting  to  State  banks,  or  relaxing  Government  control  in  any  M ay, 
and  that  M'ould  ultimately  be  ant  agonized.  1 M'ould  suggest  M'hether 
the  safety  fund  M'ould  not  be  an  immense  stride  in  curing  existing 
evils.  You  admit  that  it  would  hef 

3!r.  Warner.  Unquestionably. 

3Ir.  IfROSius.  The  idea  is  to  make  a lending  nutdiheation  of  the 
present  hiM'  by  a safety  fund,  instead  of  security  '? 

3Ir.  Johnson,  of  Indiana.  That  is  my  idea;  but  I do  not  believe  any 
proposition  letting  the  thing  pass  over  to  the  States,  instead  of  being 
retained  in  the  hands  of  the  General  Government.  M ill  be  met  M'ith 
favor.  1 M'ould  not  say  it  M'ould  not  be  done  at  some  future  time;  but 
for  the  present  I am  afraid  of  it. 
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